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FINANCIAL HIGHLIGHTS 


YEAR EN DED DECEMBER 31 fin millions, except wjtefe noted) 

2006 

2005 

% C hange 

Barrels of beer sold 

Domestic 

102.3 

1614 

ff 

International 

22.7 

201 


W orldwide Anheuser-Busch brands 

125.0 

121:5 

2,6 

International equity .partflsrs brands 

31.6 

26.4 

197 

Total brands 

156.6 

148.3 

5.6 

Gross sales 

$17,957.8 

$17,253 5 

4.1 

Excise taxes 

$ 2,240.7 

$ 1,211:1 

1.6 

U et sales 

$ 15,717.1 

f 15,03| fj 

4,1 

Gross profit 

$ 5,552.1 

$ 5,4294:,. 

m 

As a percentage of net sales 

35.3% 

36.1% 

(0,8) pts. 

0 perating income 

$ 2,719.6 

$ 1,416 J 

94 

As a percentage of net sales 

17.3% 

16.5% 

M pts. 

Equity incame, ft® of tax 

$ 588.8 

I 4981 

wt 

N et inea.ma. 

$ 1,965.2 

.$ 1,744.4 

117 

Diluted earnings per share 

$ 2.53 

$ 223 

135 

0 peratmg. eashf flow b e fo re 2if| .change in w^f^ng rafiifllllll 

$ 2,520.6 

I 2,1511 

(49) 

Earnings before interest, income taxes depreciation and amortization (EBITDA)™ 

$ 4,672.5 

$ 4,212,1 

8.8 

Return on shareholders equity 

51.6% 

52,4% 

(0.8.) pts. 

Return on capital employed™ 

15.6% 

14.8% 

1.6. pit; 

T otal assets 

$ 16,377.2 

$ 16355,fl 

(U) 

Dili 

$ 7,653.5 

$ 7.972.1 

(4.0) 

G apital 1 expenditures 

$ 812.5 

$ 1,136.7 

fit'5) 

Depreciation and amortization 

$ 988.7 

9711 

0.1 

Common dividends paid 

$ 871.6 

$ 800,8 

8,8 

Per shaft 

$ 1.13 

$ 1.03 

9,7 

Total taxes 

$ 3,411.5 

t 3,2992 

34 

Diluted weighted average shares outstanding 

777.0 

IB* 

©.?) 

N umber of full-time employees 

30,183 

31,485 

(4.1) 

N umber of registered comnjoni shareholders 

51,888 

53573 

(3,1) 

C losing Sock price 

$ 49.20 

$ 42.91 

14.5 


w EBITDA is calculated as pretax wowne plus depreciation sffd amortization expose plus net interest cost (interest expense less capitalized interest]; 

plus equity income on a pretax basis (equity income divided by tte reciprocal of the effective tax rate) 

® Ftsitm on capital gifplbyel is asnftfs} as: n§itMii»i before, after-tjx mtere® expense divided By iwagg net luvesstmsnt Net fe defined 

as total assets less non-debt current liabilities 

















LETTERTO OUR SHAREHOLDERS 


BREW IN G 
OUR FUTURE 

For half a century, Anheuser-Busch has led the American 
beer industry. But perhaps now as never before, our industry's 
landscape is characterized by change. W e're seeing changes in 
demographics, shifts in consumer preferences, rising competition 
from other forms of alcohol and breakthroughs in the way 
people get their information. 


O ur company is not only adapting to this 
environment, but embracing it. W e have taken 
several actions in 2006 to properly positton 
ourselves for the future. Through internal 
development, acquisitions aid alliances, we 
will continue to grow our core brands and 
expand our portfolio of high-margin, high-growth 
products — areas well suited to our expertise. 

Throughout its history, Anheuser-Busch has 
demonstrated a willingness to face and engage 
change. In fact, our company has delivered consis¬ 
tent results through change. It was evident in 
1876 when my great-great-grandfather introduced 
Budweiser, and it is evident today. 

In 2006,1 became Chief executive officer and 
the fifth generation of Busch family members 
to lead fills company, I am fortunate to follow 
in the footsteps of two great leaders, my father, 
August Busch 111 , and Pat Stokes, whose accom¬ 
plishments and dedication & lie company have 
brought great success to all of us as shareholders 
Their standards of excellence will continue to 
be a hallmark at Anheuser-Busch, 

As we honor their accomplishment!,, 
Anheuser-Busch will continue to embrace 
change and find new opportunities to help 
our .business grow aid! prosper. 


Core Brand Focus 

Today in the United States, beer represents 
57 percent of all alcohol servings and 
Anheuser-Busch enp-yi a 48.4 percent share of 
the beer market. W e will continue developing 
innovative marketing and dedicating resources 
to make sure our core brands — those in the 
Budweiser, M ichelob. Busch-and N atura’I families 
— continue to resonate with an increasingly 
diverse consumer base 

As a result of efforts already under way, our core 
brands experienced positive or improving trends 
in 2006. Bud Light, in particular, had a very 
strong year, with volume gains of 4.2 percent 
due to innovative marketing and the brand's 
strong appeal with a wide range of consumers, 
Additionally, this year marked the Introd'SKtiOfi 
of Michelob ULTRA Amber, a light lager with 
a deep amber color, which generated renewed 
interest in the entire M ichelob portfolio 

Enhancing our Extensive Portfolio 

W hile our core brands are our focus, it is 
important to look at all sources of industry 
growth. H :gh-end imports and craft beers have 
bolstered the entire industry, with sales of both 
growing more than 10 percent in 2006. 



The brlhfis of G fupo M ode o, makers of 
Corona, have an approximate 40 percent 
share of the import segment in the United 
States. Since Anheuser-Busch owns 50 percent 
of Modelo, our company is one of the largest 
participants in the U.S. import profit pool. 

M odelo's profits from the U nited States should 
increase significantly in 2007 due to the company's 
new import joint venture with Constellation 
Brands Inc., called Crown Imports. 

To increase Anheuser-Busch's direct participation 
in the growing import segment, our company 
formed an agreement to become lie exclusive 
U.S importer of a number of InBev's premium 
European import brands, including Stella Artois, 
Beck's and Bass Pale Ale, among others. These 
brands had sales volumes of about 1.7 million 
barrels; in 2006. The agreement came on the 
heels of similar deals with Holland's Grolsch and 
Singapore's Tiger Beer. W e also began importing 
our own Harbin Lager from China and expanded 
oyr 10-year alliance with Kirin Brewing of Japan 
to produce and sell its beers in the U nited States. 
This year we added Czechvar Premium Czech 
Lager from Budejovicky Budvar to our portfolio. 

In 2006, we acquired the Rolling Rock brands, 
which have a unique personality and we believe 
will become important competitors in the craft 
and specialty beer segment. W e also introduced 
a number of our own craft and specialty brands, 
including organic beers, seasonal beers and local 
specialty brews. 

All of these beers offer higher margins as 
Consumers demonstrate a willingness to pay more 
for expanded choices. And Anheuser-Busch has 
experienced much success in bringing such prod¬ 
ucts into our distribution system. The majority of 
Grolsch Tiger and Rolling Rock volume already 
has moved to Anheuser-Busch wholesalers. 

O ur company's Michfilob AmberBock and 
Michelob specialty brands are well established 
as high-quality beers, and hold strong appeal 
for those drawn to the craft segment of the 
market. Additionally, this year marked the 
introduction of our "You Choose ft W e'll 
Brew It." program. Through this initiative, 


ANHEUSER-BUSCH C O M PAN IES, IN C . 


our employees developed several new beer 
styles, which theft competed to become the 
local specialty beer for select cities. 

Through our Brewery of the Future strategy, we 
improved both asset utilization and productivity. 
W e also significantly enhanced the flexibility of 
out system to handle new brands and packages. 
Production for specialty products takes place at 
one or two of our 12 domestic breweries, while 
the remaining breweries maintain high efficiencies 
with trademark brands, such as Budweiser and 
Bud Light 

Because each region of the country has its own. 
character, preferences and traditions, our whole¬ 
salers have dedicated resources to support the 
sale of ayf import, craft and specialty brands 
with programs tailored to the local market. 



_ 








Worldwide Total 
Brands Volume 

(barrels iftmilfS## 


Equity Income 

(dollars in millions) 


Net Income 111 

(dollars in mtflfiif) 


Diluted Earnings 
per Share 11 ’ 

(in dollars) 



» 0 n acompa'abe basis, wmefi-exeades ferns from both years, net income increased 85 percent 

and diluted earnings per share increased 91 percent 


To supplement such efforts, we will significantly 
expand pur field sales force — predominantly 
in urban markets where specialty and import 
brands over-index — in 2007. 

Beyond Beer 

During the past five years, total alcohol servings 
have increased 1.7 percent annually — a growth, 
rate faster than that of beer alone. As a result, 
participating more fully in alcohol category 
growth is an opportunity and a priority for 
Anheuser-Busch, 

W h ie stimulating beer category growth remains 
our first area of focus, we are not limited to 
beer alone. W e will look at the total beverage 
landscape for other areas where our competitive 
advantages can drive sustainable growth, without 
tie constraints of alcohol source, concentration 
or content, 

Anhe.use-'-Busch's test of Jekyll & Hyde, a distilled 
spirit that can be served as a layered shot, allows 
Otto continue to enhance our understanding of 
the distribution of a liquor-based product through 
our system. SPYKE5, a series of unique flavor 
shots, serves a similar purpose, while allowing oof 
company to reach contemporary adult consumers. 

In 2006, Anheuser-Busch partnered with Hansen 
N atural Corp. to distribute their energy drinks. 
This high-margin beverage segment offers excep¬ 
tional growth. All of these efforts will allow us 
to move closer to our goal of becoming fie 
pre-eminent global beverage company. 


U.S. Beer Operations 

W hile we continue, to explore new avenues 
for growth, at Anheuser-Busch we have never 
lost sight of our core business strength and key 
driver for our success - U .S. beer operations, 
Anheuser-Busch shipment growth improved 
significantly, up 1.2 percent in 2006. U ,S. beer 
segment pm fit growth was up 3.1 percent for 
tie year. 

Anheuser-Busch's revenue per barrel performance 
improved significantly as well. At the beginning 
of 2006, the discount promotional environment 
over the important summer holidays was consid¬ 
ered a challenge for the entire beer industry. 
Instead, discounts were significantly reduced over 
Memorial Day, July 4 and Labor Day. For the year, 
Anheuser-Busch's revenue per barrel improved 
1,4 percent. 

International 

0 ur international beer segment continues to 
make an increasingly important contribution to 
Anheuser-Busch earnings growth. International 
net income has grown an average of 20 percent 
per year since 1999 and represented 32 percent 
of net income in 2006. 

Anheuser-Busch's 50 percent equity investment 
in Grupo Modelo continues to represent the 
vast majority of our international profits. Grape 
M odelo had another very strong year with 
M exican volume up 5.2 percent and export 
volume up 15.7 percent The market value of 
our M odelo stock is now worth nearly $12 billion. 
W e expect our equity income IP Increase 






Cash Flow from Free Cash Flow 

Operations 12 ’ (dollars in milonsl 

(d o liars, to miiiHo as J 


Return on A-B vs. S&P 500 Annualized Total Return 

Capital Employed (percent gain, as of year-end 2006 ) 

(in percent} • A-B • S&P 



slpiflcintty n 2007 dui % the fpraattoi of 
Crown Imports, as well as continued solid 
growth from Modelo's dornestilc operations. 

China isthe world's largest and fastest-growing 
beer market. W ith our wholly owned Budweiser 
and Harbin operations, plus our strategic part¬ 
nership with Tsmgtao we are well-positioned for 
future growth. Volume and profits from our China 
brands increased at double-digit rates in 2006. 

Packaging and Entertainment Operations 

Demand for cats and Ids exceeded expects* 
tons in 2006 and helped our packaging subsidiary 
deliver strong results for the year. The 
Anheuser-Busch Packaging Group, which 
includes can production, recycling, label-making 
and glass operations, benefited from the compa¬ 
ny's distribution agreement with Hansen N atural 
Corp. as well. The subsidiary now produces 
cans for Monster Energy and q tier H ansen 
energy drinks. 

For its seventh consecutive year, Busch 
Entertainment Corp., Ahheuser-Busch's theme 
park subsidiary, recorded record profits, due to 
higher admission prices and increased spending 
by park guests. "Believe," an ambitious show 
launched at the SeaW orld parks in 2006, signifi¬ 
cantly increased attendance at all three locations, 
contributing to the; operating profit growth. And 
Anheuser-Busch renewed its popular "Here's 
to the Heroes" program, which provides free 
admission to our theme parks for members of 
II S and coalition armed forces and their families, 
through 2007. 


Financial Strength 

Anheuser-Busch’s substantial cash: flow :s one 
of our key drivers of shareholder value. In 2006, 
operating cash flow was $2.7 billion, and free 
cash flow, after capital expenditures, increased by 
more than $300 million, up 21 percent over 2005. 

In December, we announced a new, more 
aggressive leverage target to further enhance 
shareholder value. Q ur new cash flow to total 
debt target of 25 percent to 30 percent will 
allow the company to further capitalize on its 
strong cash flow and use its balance sheet more 
efficiently to support existing operations, acqui¬ 
sitions, dividend growth and share repurchasing, 
while maintaining substantial financial flexibility. 

Success is Brewing 

The year 2006 marked an important mmlestpse 
for our business. Given the groundwork laid by 
so many great leaders before us, we understand 
welt the responsibility placed in dor hands and 
the challenges we will face. But because our Core 
business remains strong, we have a determined 
management team in place and we continue ouf 
commitment to innovation, Anheuser-Busch will 
adapt and thrive as the next chapter in this 
company's storied legacy unfolds. 



August A. Busch IV 

President and Chief Executive 0 fficer 


February 1, 2007 
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CHAIRMAN'S LETTER 

In last year's letter to our shareholders, we 
noted that 2005 brought many challenges 
that would reguire aggressive actions to 
restore positive momentum. I am pleased 
to report that 2006 was a year of solid 
growth in volume and revenue per barrel, expansion of 
the company's high-end portfolio and a 9 percent increase 
in earnings per share. 

Last year also was a year of leadership transition 
in whicfaj became chartten of the board and 
August A Busch 'IV became president and chief 
executive officer, effective D ecember 1 0 ne 
of the most important responsibilities of the 
board is to select the CEO. The board chose 
August based on his experience and 1 proven 
ability, and we are confident he will continue 
to set high standards and lead the company 
in a positive direction. 

I also want to recognize the contribution gf 
August A Busch III, who retired as'chairman 
m December 1, but will cofifltidito serve 
as a member of our board of directors I have 
worked closely with August III for 38 years 
and saw firsthand the enormous impact his 
leader#up had on the growth and development 
of Anheuser-Busch. 0 ur shareholders, and I 
personally, owe him tremendous thanks for 
his long commitment to this company. 

0 n the corporate governance front, at last year's 
shareholders meeting your board recommended 
as amendment to our certificate of incorporation 
eliminating the classified board iM cture The 
amendment was approved and established a 
phased-in filial flection of all' Anheiiser-Buscll 
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directors by 2009. Anheuser-Busch; Continues 
to be committed to high standards of integrity 
and 'transparency Is pur financial reporting and 
to sound corporate governance practices In the 
current environment, tils'should be of increasing 
importance to shareholders, 


Anheuser-Busch Companies has a tonffteffl 
record of enhancing sharehoidervalue The 
mew management teari is firmly committed 
to that direction. 

Patrick Sto kes 
Chairman of the Board 






BREWING OUR FUTURE 

Q uality beer brewed from the choicest ingredients has defined 
Anheuser-Busch as a company since its earliest days. Today, 
Anheuser-Busch brews the two best-selling beers in the world 
and stands ready to continue its leadership with the finest brewing 
facilities and the top brewmasters in the business — capable 
of crafting any style or type of beer imaginable. 











U.S. BEER OPERATIONS 


BREW IN G 
VALUE 


Domestic beer volume enjoyed strong momentum in 2006. 
Total beer industry volume saw gains in each guarter and 
improved 1.9 percent for the year. In 2006, Anheuser-Busch, 
with a U ,S. market share of 48.4 percent, shipped 102.3 million 
barrels, more than two times its closest domestic competitor. 
Anheuser-Busch's sales-to-wholesalers improved 
1.2 percent compared with the prior year, and 
sales-to-retailers increased 1.1 percent. 


The domestic pricing environ¬ 
ment stabilized in 2006. Upon 
successfully implementing 
moderate price increases, 
Anheuser-Busch revenue per 
barrel was up 1.4 percent. 
Consumers continued a 
long-term trend of trading 
up to premium and above 
beer brands, opting to pay 
more for guality and choice. 










For the first time in 2006, 
Anheuser-Busch offered its 
award-winning Super Bowl ads 
for viewing and downloading at 
various W eb sites after the game. 
The commercials were viewed 
more than 21 million times and 
downloaded more than 300,000 
times. W ith contemporary adults 
now spending six hours per week 
on the Internet, Anheuser-Busch 
is substantially increasing its 
marketing presence in digital 
media. This includes third-party 
Internet sites, branded W eb sites 
and the new Bud.TV initiative, 
an Internet-based entertainment 
network featuring 24-hour 
on-demand programming. 


Innovative 

Communications 


0ne o f A nfoeuser- Busciirs competitive advan¬ 
tages is its ability to reach an increasingly 
diverse consumer base and provide them with 
a variety of beer and beverage styles. In 2006, 
Anheuser-Busch maintained the top spot in 
all major domestic beer categories. To reach 
and connect to consumers, the company also 
concluded a comprehensive rework of its 
marketing plans, which began in 2005. 

W hile the U.S. beer business still faces a number 
of challenges, the company remains confident 
genuine momentum has returned as consumers 
rediscover all that is good about beer. 

Trademark Brands 

Almost every Anheuser-Busch brand family 
experienced positive or improving trends in 
2006, including those that serve as the core 
of the company's business. 

Bud Light's volume improved by 4.2 percent and 
the brand enhanced its position as the top-selling 
beer in tie industry. Thanks in part to the beer's 
universal appeal among consumers, Bud Light 


continues to drive the industry's largest growth 
segment — premium light beer. 

After a successful launch in 2005, Budweiser 
Select continued to make a solid contribution 
in 2006. Busch and N atural Light Continued 
to grow and capture share without expanding 
tie entire value segment. 

To continue to offer the variety beer drinkers 
seek along with tie familiarity of an established 
brand, in 2006, the company introduced Michels b 
ULTRA Amber, an American-style light lager with, 
a deep amber color. Launched with a television 
commercial during tie Super Bowl, M ichelob 
ULTRA Amber is generating renewed interest 
in the M ichelob family and sales continue to 
exceed expectations. 

New Alliances, New Brands 

N ew partners!ups stood at the forefront of 
Ahihe user-Busch's business strategy in 2006. To 
increase its presence in the rapidly growing craft 
and import segment, tie company reached an 
agreement to become the exclusive U.S. importer 
of a number of InBev's premium European brands, 
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including Stella Artois, Beck's, Bass Pale Ale and 
Stlers. Anheuser-Busch also became the U.S. 
importer of tie Dutch premium lager Grolsch, 
Singapore's Tiger Beer and Czechvar Premium 
Czech Lager. 


Anheuser-Busch sells nearly 

70 PERCENT 

of the company's volume 
through exclusive wholesalers 

Anheuser-Busch also acquired the Rolling Rock 
brands in 2006. A historic American lager, 
Rolling Rock already had a loyal following, and 
An he user-Busch's distribution system will make 
it more readily available to its fans in tie i nited 
States. Rolling Rock is known for its t;me-h.on'0.red 
recipe and tradition, distinctive green bottle, 
painted label and mysterious "33" reference. 


The company also expanded its market presence 
beyond beer by establishing a partnership with 
Hansen N atural Corp tie producer of Monster 
Energy, Lost Energy and Rumba energy juice, who 
will distribute these rapidly growing energy drinks 
through select Anheuser-Busch wholesalers. 

Reaching N iche Markets 

Innovation continued to play a key role in 
Anheuser-Busch’s growth strategy in 2006, 
and the company introduced a wide range of 
new product offerings. Because craft brewing 
provides a way to reach influential beer drinkers 
who seek variety and full flavor, in 2006, 
Anheuser-Busch introduced the "YouChoose 
It. W e'll Brew It." program. In Merrimack, N ,H .; 
Columbus, O hio; and St. Louis, the company 
asked employees to develop beer styles as 
candidates to be their city's local specialty 
beer. Residents of those markets voted and 
the style that received the most votes was 
brewed and made available on draught in 
local bars and restaurants. 


Craft and Import Alliances 



O ffering wholesalers increased access to the growing high-end category, 
Anheuse- Busch forged partnerships with some of the world's leading 
brewers. The comply added Groteofo, 
Tiger, Czeehvar and select InBev 
European import brands, including Stella 
Artois, Beck's aid Bass to its portfolio; 
began importing its own Harbin Lager 
from China; aod extended its alliance 
with Japanese brewer Kirin in the 
U nited States,. 


G ivert its long-standing relationships 
with. Redhook Ale Brewery, W Idmer 
Brothers Brewing and Kona Brewing 
Co., Anheuse' BuSCh is poised to 
benefit fro m the frost!* of craft 
beers. O ne of those partners:— 

W idmer Brothers — announced 
a distribution agreement wlh 
Chicago's Goose Island Beer Co in 
2006, putting Goose Island brands 
in the powerful Anteiser-Buscb 
wheiisatif network. 












Here's To Beer 



Anheuser-Busch has tong recognized its responsibility to lead the beer industry 
by example Recognizing the opportunity to elevate and enhance the image of 
beer, the company formed its Global Industry Development group in 2005 to 
create and lead a grassroots effort to remind the industry, media and consume?! 
of all that'is good about bier — its quality, moderation benefits,, unique history, 
social falls# and its positive business impact on communities 

In 2006, it Isandhid the "Here's To Bees” campaign with a Super Bowl commer¬ 
cial showcasing beer's universal social appeal, and www.herestobeer.com, an 
entertaining w eb site that showcases beer's history, styles, the brewing process 
and complementary food pairings The site had more than 500,000 unique 
visitors in 2006. 

"H ere's To Beer" includes print and broadcast advertising and a W eb site — 
www htbmarketmg.com — to help beer wholesalers promote "Here'sTo Beer” 
in their communities. 


A number of other Anheuser-Busch specialty 
beverages made their debut Is, 2006, including 
seasonal offerings Michelob Celebrate Chocolate 
lid Michelob Bavarian-Style W heat, two organic 
beers— Stone Mill Pale Ale and W ild Hop 
Lager — as well as Redbridge, the first nationally 
available beer for gluten-intolerant consumers 
Anheuser-Busch also Introduced SPYKES, malt- 
based alpoho flavored shots and Jekyll & Hyde, 
a distilled spirit that can be served as a layered 
shot. These new beverages allow the company to 
use its existing,sales and marketing capabilities 
to ; participate in the growth of spirits, while 
learning about competing in the liquor industry 

In the non-alcohol category, An he user-Busch's 
180 Energy Drink grew at a rate of nearly 
98 percent, boosted by the introduBtftn of 
180 Blue, the first packaged energy drink 
Hunched by a major American beverage 
company to CSi&ll the Brazilian Acai berry. 

W ith 12 breweries across the country, 
Anheuser-Busch has the resources to produce 
smaller-volume beers without Impacting the 
efficient production of 'larger brands. This 
allows brew masters to craft a wide variety 
of innovative new products. 


To ensure niche brands succeed at retail, 
Anheuser-Busch provides its wholesalers 
with tools and technology to support their 
marketing and sales efforts. Resources such as 
ABM arketing.com, a marketing support W eb 
site, and BudN ET, which allows wholesalers to 
make market- and account-based decisions In 
real time, help wholesalers efficiently sell these 
smaller-volume, higher-margin beers 

In 2006, the company also deployed Mobility, 
hand-held computer technology systems that 
better align sales objectives and communicate 
sales infOffhation, allowing wholesalers to make 
sure the right brands, packages and promotions 
reach the right accounts at the right time. 

Anheuser-Busch generated $100 million 
in productivity improvement in 2006 by 
implement) ng State-o f fhs-art auto m ati o n, 
centralizing processes and improving overall 
asset utilization 

W bile the beer industry as a whole faces 
significant commodity cost pressures, 

Anheuser-Busch'S cost outloo k is improving 
and its successful productivity improvement 
initiatives have contributed to accelerated 
growth in profit for the US beer business. 


)PERATIO I 





According to some historians, the art of brewing has a 10,000-year tradition and is 
one of the finest examples of using nature's own processes to make something entirely 
new. Anheuser-Busch has been fortunate to build a business from that craft. Today, 
brewmasters use the same exacting standards as those developed by Adolphus Busch 
more than 125 years ago. 0 ur passion for beer and our unwavering commitment to 
quality have allowed us to create a diverse range of beers, loved by people across 
the globe. Anheuser-Busch brews the world's largest-selling beers, Bud Light and 
Budweiser, and leads sales in all major U.S. beer categories. 


Brewing C raftsmanship 











INTERNATIONAL BEER 

BREW IN G 
OPPORTUN ITIES 


Anheuser-Busch's international sales volume, including equity 
volume, was 54 million barrels in 2006 and the international 
subsidiary represented 32 percent of the company's net income. 
The international segment has provided more than 20 percent 
of Anheuser-Busch's net income growth since 1999. 



Anheuser-Busch International is 
continuing 

its dual focus: making equity invest¬ 
ments 

in leading brewers in 
growth markets and 
increasing Anheuser- 
Busch brand sales in 
international markets. 

Investment decisions 
are based on the 
ability to create long¬ 
term relationships with 
leading brewers in 
countries with strong 
beer industry volume 












and profit growth potential, 
as well as earning a good 
return on investments. 


Today, Aafieuser-Bustti International operates 
15 breweries — 14 in China and one in the 
United Kingdom. Budweiser also is is dully brewed 
under the direct supervision of Anheuser-Busch 
brew masters in nine other countries: Argentina, 
Canada, Ireland, Italy, Japan, Panama, Russia, 
South Korea and Spain. 

New Markets 
RUSSIA 

Russia ;s the world's fifth-large# bear market, and 
consumers there are increasingly turning to beer, 
especially premium internattefegi brands. In 2006, 
Anheuser-Busch International and H eiheken Russia 
reached a iicen'smg agreement to brew, sell and 
distribute Anheuser-Busch's flagship brand under 
the Bud trademark in Russia. The new partnership 
brings Bud ft figh-end bars and restaurants in 
major cities including Moscow and St. Petersburg. 
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CENTRAL AMERICA 

the beer market in Central America has been 
growing an estimated 4 percent annually since 
2000. The company signed a license brewing 
agreement with Cervecerfa Baru, a subsidiary 
of Heineken, to brew Budweiser in Panama, 
the first time it has been brewed in Central 
America. The company also established 
an import agreement for Budweiser with 
Cervecerfa HonPurena in Honduras. 

International Strength 
CHINA 

China is by far the world's largest and fastest- 
growing beer market and during the past 
five years has accounted for 45 percent of 
the growth in global beer volume. 0 ver the 
past 10 years, industry volume growth has 
averaged 7 percent annually. Anheuser-Busch 
is well-positioned to take part in the substantial 
long-term growth opportunities in this country. 
W ith its wholly owned Budweiser and Harbin 
Operations and a strategic alliance with Tsingtao, 
Anheuser-Busch participates in all segments of 
the Chinese beer industry. 


this brewery brought total capacity to 
3.4 million barrels. 

Budweiser is sold through a strong 
network of more than 200 independent 
wholesalers, the majority of which exclusively 
sell Anheuser-Busch beer brands in their 
beverage portfolios. 

Harbin Harbin is one of the leading brewers 
in China and was acquired by Anheuser-Busch 
in 2004. Harbin has the leading position in 
the northeast region of the country. Since 
the acquisition, one key strategic objective is 
to expand the participation of Harbin brands 
in the domestic premium segment. In 2006, 
Anheuser-Busch worked with the existing 
Budweiser wholesalers in 40 major cities outside 
of the traditional H arbin selling area to expand 
the sales of Harbin's premium brands and 
compete in the growing premium segment. 

Bud Light sales in Canada 
were up more than 


Additionally, in 2006, Grupo Modelo named 
Anheuser-Busch as the importer of its brands 
in China. This agreement, which officially started 
at the beginning of 2007, includes Corona Extra, 
the most popular Mexican beer in the world, and 
potentially other Modelo brands in the 'future 


38 PERCENT 

in 2006 


Anheuser-Busch owns a 50 percent share in 
Grupo Modelo, Mexico's leading brewer, and 
a 27 percent share in China brewer Tsingtao, 



Along with its successful beer business, 
Anheuser-Busch has brought its strong tradition, 
of corporate citizenship to China, with a special 
emphasis on education, disaster relief and 
protecting the environment. 

Budweiser For the past 11 years, A nheuser-Busth 
has brewed Budweiser at its own brewery 
in W uhan. In 2006,. the third expansion of 
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Tsingtao Tsingtao beer is China's leading 
premium brand and the largest Chinese 
brand in the international marketplace. 
Anheuser-Busch has a 27 percent equity 
ownership stake in Tsingtao. The Tsingtao 
brand is available in more than 50 countries, 
and it maintains a 13 percent market share in 
China. In 2006, Tsingtao signed a distribution 

Mexico is the 

LARGEST 

export market for 
Anheuser-Busch beer 


Sports Marketing 

in 2006, Anheuser-Busch Sposrsdrtcl two of the world's premier sporting 
events to build brand awareness in key international markets. In February, 
Budweiser served as the "official beer sponsor" gf fie 2006 O lymipic 
W inter Games in Torino, Italy, marking the first time Anheuser-Busch 
sponsored 0lymipic Games held outside the United States. To support 
this sponsorship, Budweiser hosted parties at Club Bud, a pyramid-shaped 
nightclub in central Torino, and served as "official malt beverage” advertiser 
for O lympic telecasts on M BC. 

The 2006 FIFA W orld Cup provided Anheuser-Busch the opportunity to 
reach millions of beer drinkers attending the soccer matches in Germany and 
the billions watching on television. In addition to using official tournament 
logos on packaging, point-of-sale materials and advertising around the globe, 
on-field signage at every World Cup venue displayed our world-famous 
"Bud" trademark. 


Harbin premium beers are growing at a rate 
of 30 percent annually. 


agreement with G/upo M odelo to expand its 
distribution in Mexico. 

CANADA 

Budweiser remains the N o.l beer brand in 
Canada through a very successful license and 
sales agreement with Labatt Breweries. Bud 
Light continues to grow rapidly and received 
increased marketing and sales support from 
Labatt and Anheuser-Busch in 2006. Sales 
volume for both brands in Canada improved, 
with sales of Bud Light up more than 38 percent 
18 2006. 

MEXICO 

M exico is the largest export market for 
Anheuser-Busch beers, and Bud Light and 
Budweiser lead tie growing import category 
through a distribution partnership wlth&rupo 
M odelo, Mexico's leading brewer. In addition, 
Anheuser-Busch's 50 percent equity stake 
in Grupo M odelo has contiliiflly provided 
great value for Anheuser-Busch shareholders. 
The original investment of $1.6 billion in the 
1990s is today valued at nearly $12 billion, 
and this partnership is tie largest contributor 
to Anheuser-Busch's international profits, lilt 
2006, M odelo volume improved by 8.3 percent. 

The value of this investment for Anheuser-Busch 
shareholders is further enhanced tlifgugli 
M odelo's new 10-year US import brand joint 
venture with Constellation Brands, called Crown 
Imports. The deal includes tie nationsl importa¬ 
tion and marketing of Modelo's Mexican beer 
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KAGING GROUP 


includes can production, recycling, 
label-making and glass operations 













PACKAGING OPERATIONS 


BREW IN G 
INNOVATIONS 


For more than 30 years, Anheuser-Busch 
Packaging Group (ABPG) has supplied 
high-guality and low-cost packaging for 
Anheuser-Busch beers and other beverage 
industry customers. Demand for cans and 
lids exceeded expectations in 2006 and 
helped A nheuser-Busch's packaging subsidiary 
deliver a pretax profit of $145 million, a 



2.5 percent increase over 2005 


Metal Container Corp. 

M etal Container Corp. supplies more than 
60 percent of An he user-Busch's domestic beer 
cans and 75 perctht of its domestic ids. In 2006, 
M etal Container began the rollout of an improved 
lid with its soft drink customers that resulted 
in significant metal cost savings for all involved, 
in addition, the introdfl'Ction of a new stronger 
can design is providing important quality benefits 
for custodiers 

In 2006, M etal Container also began supplying 
cans for H anson iMatorai Corp.'s popular M onster 
Energy brand and other Hansen energy drinks. 


to mandatery deposits and helps reduce 
container costs. It has benefited from upward 
trends in recycling rates. 

Precision Printing and Packaging, Inc. 

Precision Printing and Packaging, Inc. produces 
more than 20 billion labels annually for 
Anheuser-Busch, which represents more than 
70 percent of the brewery's label requirements. 
These include the clear applied plastic labels that 
enhance Bud Light and Budweiser Select bottles. 
Precision also supplies billions of labels to other 
food, beverage aid consumer products customers. 


Precision Printing and Packaging, 
Inc. produces more than 
20 billion labels annually for 
Anheuser-Busch, including the 
clear applied plastic labels that 
enhance Bud Light and Budweiser 
Select bottles. 


Anheuser-Busch Recycling Corp. 

Anheuser-Busch Recycling Corp. is one of 
the world's largest recyclers of aluminum cans, 
recycling more than 125 percent of the cans 
packaged at Anhedser-Busch's U .S. breweries. 
This business unit provides a positive alternative 


Longhorn Glass Corp. 

Lobghcro Glass Corp. produces longneck glass 
bottles for the A n denser-Busch Houston brewery, 
Longhorn supplies more than 60 percent of the 
Houston brewery's requirements, or approxi¬ 
mately 8 percent of A nheuser-Busch's total glass 
bottle needs. 
















ENTERTAINMENT OPERATIONS 


EXCITEMENT 
IS BREW IN G 



N ew attractions, innovative marketing and a commitment 
to world-class guest service led to increased attendance 
at Busch Entertainment Corp.'s nine parks. Combined with 
higher admission prices and increased spending by park 
guests, the company's entertainment subsidiary recorded 
its seventh consecutive year of record profits. The pretax 
profit was up 13 percent to $233 million. 

More than 22 million guests visited Busch 
Entertainment's family entertainment facilities 
SeaW orld parks in 0 rlando, San D iego and 
San Antonio; Busch Gardens Africa in 
Tampa, Fla.; Busch Gardens Europe 
in W illiamsburg, Va.; Discovery 
Cove in 0 rlando; Sesame Place 
near Philadelphia; W ater Country 
U SA in W illiamsburg; and 
Adventure Island in Tampa. 









SeaW orld and Busch Gardens 
Conservation Fund 


The SeaW orld and Busch Gardens Conservation Fund supports coriser 
vation initiatives around the world to findsustainable solutions to wildlife 
Challenges. Its four areas of focus are: species research, habitat protection, 
rescue »i rehabilitation, and conservation education. Since its founding 
in 2003, the fund has donated more than $2.2 million to 175 projects ih 
mo-re than 40 countries 


SeaW orld, Busch Gardens and Discovery Cove 
care for the largest zoological collection in the 
world, and the parks play a significant role ji 
wildlife conservation and education Q ver the 
past three decades, Anheuser-Busch Adventure 
Parks have rescued more than 14,000 animats. 

SeaW orld 

The most ambitious.entertainment project in 
the 43-year history of SeaW orld premiered in 
2006, The show, called "Believe," blends new 
killer whale behaviors with elaborate set pieces, 
music, choreography and multimedia technology. 
Sophisticated moving video screens provide 


guests with views of the whales and trainers 
from above- and below-water cameras. "Believe" 
contributed to significant attendance increases at 
all three SeaW orld parks, enhancing the division’s 
profit growth. In 2007, SeaW orld San Antonio 
will unveil Journey to Atlantis, a family ride that 
combines a roller coaster with a water ride 

Busch Entertainment Corp.'s 10th park, 

Aquatica, is wider construction in Orlando 
and is scheduled to open in 2608 The water 
park will feature some of the industry's most 
thrilling slides and attractions, set amid lush 
landscaping and theming. A key point of 
difference for Aquatica will be the presence 
of animals, most notably Commerson's dolphins. 

0 ne of the park's water slides will feature an 
acrylic tube that allows riders to travel through 
the black and white animals' habitat. 

Busch Gardens 

To better convey the experience visitors have 
at each destination, Busch Gardens in Tampa, 

Fla., and W illiamsburg, Va., were relaunched 
as Busch Gardens Africa and Busch Gardens 
Europe, respectively. 

Theme park fans around the world voted Busch 
Gardens Europe the "W orld's Best Theme Park" 
in 2.006 as part of tie; "Theme Park Insider 
Awards." N early 12,000 registered members of 
tie W eb site ThemeParklnsider.com — theme 
park fans from all 50 states and 80 countries 
— cast ballots for this award. The park also 
was named the "W orld's Most Beautiful Park" 
for the 16th consecutive year by the N ational 
Amusement Park Historical Association. 

Busch Gardens Europe will unveil Griffon, the 
world's tallest and only floorless dive coaster, 
in late spring 2607 The mythically themed 
Griffon will incorporate two Immelmann loops, 
a second 130-foot dive and a water feature 
with viewing platforms. 
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For more than a century, Anheuser-Busch - 
| has been committed to conserving and 
protecting the environment for future 
generations. This commitment holds true 
today. 0 ur facilities recycle more than . 

97 percent of all the waste they generate, 
and we continue to research and implement 
technologies that increase efficiencies while 
reducing environmental impacts. For 
example, many Anheuser-Busch breweries 
use Bio-Energy Recovery Systems to convert 
wastewater into a renewable fuel to help 
meet their energy needs. 

Jn addition, Anheuser-Busch and 
its employees partner with leading 
environmental organizations such as 
Keep America Beautiful and the 
N ational Fish and W ildlife Foundation 
• to implement programs that help 
protect the eiwironment. 

Anheuser-Busch is one * 
f of the world's largest 
recyclers of aluminum ■- 
cans, recycling more than 

125 PERCENT 

of the cans packaged 
at Anheuser-Busch's 
U.S. breweries 
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF OPERATIONS 
AND FINANCIAL CONDITION 


This-discussion sunmaftges the sigraiftcaisit factors affecting the 
consolidated operating results, financial cb&fittoo^1lfi|u;<j;Cy and 
cash flows of Anliuser-Busch Companies, Inc., fojbpl three-year 
period ended December 31,2006.This discussioo-Should be 
read in conjunction with the consolidated financial statements 
and spies to-the Consolidated financial statements.intfsied ffifjj 
thisittlual report. 


Objectives 

Anheuser-Busch remains focused on its three core objectives 

designed to enhance long-term shareholder value 

• Increasing domestic beer segment volume and per barrel 
profitability which will provid(t.fse basis for earnings per 
share growth and improvement in return on capital 
employed. 

• Increasing international beer segment profit growth, 
Anheuser-Busch has made significant marketing investments 
to build recognitijgtcf its Budweiser brands outside tie 
United States and owns Ihif operates breweries l Eliftif 
Including Harbin Brewery Group, and ft the Halted Kingdom, 

Hr he company also has a 50% equity position in Grupo 
Modelo, M exico’s largest brewer and producer of the Corona 
brand, and a 27% equity p®|t}on in Tsmgtao, one of the 
largest brewers in China and producer of theTsingtao brand. 

• Continued growth in pretax proit and free cash flow from 
the packaging and entertainment segments. Packaging opera¬ 
tions provide significant efficiencies, cost savings, and quality 
assurance for domestic beer operations. Entertainment oper¬ 
ations enhanced the company's corporate image by show¬ 
casing Aihetiser-Busch's heritage, values and commitment to 
quality and social responsibility tqlf million vistefs this year. 


Comparison of Operating Results 

Anheuser-Busch had a successful year in 2006, with consolidated 
net sales increasing 4 5% and repo rted dilated tamings per 
shire growing 13.5%, Growth momentum was restored in the 
company’s domestic beer business and significant progress was 
made on several ’Strategic initiatives to enhance shareholder 
value The company’s domestic beer shipments were-# 1.2%. for 
the year and wholesaler sales-to-retailars were up 11%. Revenue 
per barrel was up 14% and productivity improvement reduced 
costs by almost $100 million,The company has made substantial 
progress increasing its pariiSpstioa in the highrmargin and fast¬ 
growing import and craft segments of thi betr market, isfiltiding: 


import alliances with InBev, Gffilsch, Kirin,Tiger and the Czechvar 
brand, the acquisition of thi Bolling Rock brands, and the intro¬ 
duction of several internally developed specialty brands. In addi- 
#B : i, thifampany significantly expanded its participation in ifaS; 
fast growing energy drink business through a distribution agree¬ 
ment with H ansen N atural Corp, including their M onster energy 
brands, A Iso, in December Anbeuser-Busdh announced a more 
aggressive leverage target {25% to 30% cash flow to total debt 
ratio) that will enable it to use its balance sheet more effectively 
to support existing operations, acquisitions, dividend growth 111 
share repurchasing, while maintaining substantial financial flexi- 
bility.These strategic initiatives, the restoration of momentum in 
our domestic beer business, domestic price increases that have 
been implemented, and Modelo's new U S import joint venture 
position the company well for continued volume and earnings 
growth in 2007. 

Comparisons of key operating reSiltsfdr 2006,2005 and 2004 
are summarized in, the following tables. Effective in the first 
quarter 2006, Asheuser-Busch adopted FAS 123R, "Share-Based 
Payment." FAS 123R requires tberecognition of stock compensa- 
ifp expense for stock options and other forms of equity 
compensation, based on.#!'fair value of the instruments on the 
date of grant. In order te enhance the comparability of all 
periods presented and provide the fullest understanding of the 
impact that expensing stock compensation has on the company's 
financial results, Anheuser-Busch elected to apply the modified 
iSetrospective method of adopting FAS T2’3R The company has 
therefore recast prior years'results to incorporate the impact of 
previously disclosed pro forma stock compensation expense. For 
financial reporting purposes, stock compensation expense is 
Included in cost of sales and marketing, distribution and adminis¬ 
trative expenses, depending on where the recipiflittcash 
compensation is reported. Stock compensation expense is classi¬ 
fied as a corporsttitem for segment reporting and was $ 11, 

$.12 and $.15 per diluted Share for 2006,2005 and 2004, 
respectively. 

Results shown below also include the impact of one-time items 
it III years {hit make direct comparisons of underlying opera¬ 
tions between those years difficult, la 2006, Slicompany 
recorded a one-time deferred income tax benefit resulting from 
tax legislation inTexas.The one-time items i@3§05 are settle¬ 
ment of litigation involving a domestic beer wholesaler, the favor¬ 
able impact of settling of certain tax matters in Chile related to 
Ht'sale of tie company's investment in CompaBa Cervecerfas 
Unidas S.A. (CCU). a deferred income tax benefit from tax legis¬ 
lation m Ohio and a gain on the sale of the company's interest in 
the" Port Aventura theme park in Spain. In, 2004 the company 


26 


ANHEUSER-BUSCH COMPANIES, 


recorded olf-itliirgains related to the sale of Commodity 
hedges and the safe of the company's equity investment to CC U, 
plus a deferred incotpe tax benefit fiffi a radufitten: in MexiBlj 
corporate income tax ratal related to the company's Grupo 
Modelo equity inveitmant. Excluding'tleia e>na-time:|tt!lfi 
diuted earnings per share increased 91% « 2006, decreased 
10.5% in 2005 and increased 10.3% in 2004 The company 
excludes certain one-time nonrecurring items from Is analysis of 
operating results because it believes this provides a more accu¬ 
rate basis of comparison among years by eliminating potential 
distortion of the company's underlying performance trends, both 
favorable and unfavorable.Tj¥i is the same basis of comparison 
used by Anheuser-Busch managemept and the Board of 
Directors to evaluate the company’s operations. See additional 
discussion and quantitative analysis on pages 30 through 33. 



2006 2005 

2006 

vs. 2005 

Gross sales 

$17,958 $17,254 

A $704 

A lip 

N et sales 

$15,717 $15,036 

A $681 

a 4.5 % 

Income before income taxes 

$2,277 $ 2,057 

A $220 

A 10.7 % 

Equity income, net of tax 

$ 589 $ 498 

A $ 91 

A 18.2 % 

Net income 

$1,965 $ 1,744 

A $221 

A 12.7 % 

D iluted earnings per share 

$ 2.53 $ 2.23 

A $ .30 

A 13.5 % 



2005 2004 

2005 

vs. 2004 

ifrass sales 

$ 17,254 $ 17,11® 

A $ 94 

A ®5% 

sales 

$ 15,036 $ 14,934 

A $102 

A ®.7% 

Income before tome taxes 

$ 2,057 $ 2,8*1 

▼ $ 755 

▼ 26.8% 

fqijity income, net of tax 

$ 498 $ 404 

A$ 94 

A 23.3% 

N et tasl# 

$ 1,744 $ 2,119 

▼ $ 375 

▼ 17.7 % 

D iluted earrings per shift. 

$ 2.23 $ 2.62 

▼ $ .39 

▼ 14.9 % 



2004 2003 

2004 vs. 2003 

Gross sales 

$ 17,160 $ 16,320 

A $840 

a SM 

N et sales 

$ 14,934 $ 14,147' 

A $787 

a 5.6% 

Income before income taxes 

$ 2,812 $ 2,644 

A $168 

a 6.4% 

Equity income, net of tax 

$ 404 $ 345 

A $ 59 

A 17.2 % 

N et to m® 

$ 2,119 $ 1,963 

A $156 

a 8.0% 

D iluted earnings per share 

$ 2.62 $ 2.34 

A $ .28 

A 12.0% 

SALES 




Revenue per barrel reflects thf net average sales price thf 


company obtains from wholesaler customers for its products. 
■Tie higher the net revenue per barrel the greater thf 
company's gross profit dollars and gross profit margin, with 
revenue per barrel increases having nearly twice the impact fe 
profits as comparable percentage increases In beer volume 
Revenue per barrel in calculated as net sales generated by thfr 
company's domestic beer operattans on barrels of beer sold, 
determined ofi a If .S. GAAP basis, divided by the volume of beer 
shipped to U S wholesalers. 


Anheuser-Busch strives to obtain long-term price increases that 
are slightly lesythan increases in the U.S. Consumer Price Index 
(CPI) 0 n a constant dollar basis, beer is more affordable today 
ihahlt was 10 years ago, and the company believes this iong- 
term prisihp strategy allows for tanftooing future moderate price 
increases The company also believes that significant excise tax 
increases, although not expected, could disrupt the current 
ippstry pricing' environment because tax increases could trigger 
fftfil beer price increases sig«Icailf;|r1f) excess of the CPI.The 
cost of such increases would be borne directly by egriSimers. 

Anheuser-Busch reports doftof^ic beer sales volume based on 
beer sales to the company's network of independent whole¬ 
salers, Higher beer sales-to-wholesalers volume will increase 
gross profit dollars and potentially increase gross profit margin 
W holesaler sales-to-retalers volume reflects demand for the 
company’s products at the retail level H tgher wholesaler sdesr 
to-ritalirs require increased beer Jj irihil meet 
ongoing demand The company has led the U S brewing industry 
■ sales volume and market share since 1957. 

WORLDWIDE BEERVOLUME 

The ©mpany's reported beer volume for the tfli.years ended 
December 31,2006, is summarized |i Iji following table 
fallens of barrels). 



2006 

2005 

Change 

Domestic 

international 

102.3 

22.7 

mr 

2ffi8 

A 1.2% 
A 9.3% 

W orldwide A-B brands 
international fitly partner brands 

125.0 

3L6 

26.4 

a ij» 
a 19.7% 

Total brands 

156.6 

148.3 

A :5Sf; 



2005 

2004 

Change 

Domestic 

'International 

liii: 

_ 

its® 

13.8 

▼ 1.8% 

W orldwide A-B brands 

International equity partner brands 

121.9 

26.4 

116.8 

19.3 

a 4.4% 
a 3&S% 

Total brands 

148.3 

1311 

A tipt. 



2004 

2003 

Change 

Ofmestic 

103® 

102.6 

a 44% 

tntefnatiMal 

13.8 

8.4 

A 64.8% 

W orldwide A-B brands 

116.8 

111.0 

A 5.3% 

International equity partner brands 

193 

18.8 

a 

Total brands 

136.1 

~1291 

A 4.9% 


Worldwide Anheuser-Busch beer volume is composed of 
domestic volume-find intematiortll volume. Domestic beer 
volume represents beer shipped within the tfiSfed States, which 
licludes both thfjapmpany's domestically-prqpBced brands and 
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imported! brands. International beer volume consists of brands 
produced overseas by company-owned operafagns in China and 
the United Kingdom and under vaitousJicense and contract 
brewing agreements, plus exports from the company's U.S. 
breweries. International equity partners’volume represents t|| 
company's ownership percentage share of volume in its foreign 
iQitypartner!Grupo Modeio andjlplgtao reported os a 
one-month-lag, and includes A nheuser-Busch’s pro rata share 
tn the beer volume of CCU for 2004.Total brands combine 
worldwide Anheuser-Busch brands volume with intetpatlofial 
equity partners' volume 


Sales' 

Mote in billions) 

• Gross Sales *116158185 


*The difference between gross sales and net sales represents I 


SALES - 2006VS. 2005 

Anheuser-Busoh reported gross sales of $18 0 billion andtiet 
sales of $15.7 billion in 2006, Gross sales improved $704 million, 
or 4.1%, and net sales were up $681 million, or 4.5%.The differ¬ 
ence between gross and net sales is due to beer excise taxes of 
$2.2 billion. Sales increases ter the year were driven by improve¬ 
ment in all operating segments. Domestic beer net sales 
increased 2.8%, or $308 miltian on higher beer sales volume 
and increased fefemqb. per barrel. International beer segment 
net sales grew 7%, or $65 million, primarily on volume increases. 
Packaging segment net sales increased 10%, or $153 million H 
higher recycling sales. Entertainment sales increased 9%,ff 
$94 million primarily from increased attendance and higher 
in-park spending. 


DomeSic beer industry volume, including imports, was very 
Strong, up approximately 2% in 2006 The company's estimated 
domestic market share (excluding exports) for the full year was 
48 4%, compared with 2005 market share of 48.7%. Domestic 
market share is based o* estimated U'.S. beer industry dnipment 
volume using information iprovided by the Beer Institute and the 
0»S. Department of Commerce The company's shipment-based 
market share comparisons were adversely impacted by the 
red|otfo'i| fc wholesaler inventories. 

intefiiatifhil beer volume was up 9.3%,or 1.9 million barrels.-on 
volume grofft in Chili, Canada and M exico, partially offset by 
declines in the United Kingdom and Ireland Worldwide 
Anheuser-Busch brands volume was up 2 6%, or 3 1 million 
barrels, tq 125 0 million barrels Equity partner braids volume 
grew 19.7% for the year, to 31.6 million barrels due to ModeJo 
andTsingtao volume growth The company began equity 
accounting fo r Tsingtao in M ay 2005,Total brands volume was up 
5.6%, to 156 6 million barrels for the year. 

SALES - 2005VS. 2004 

Gross and net sales increased slightly in 2005, to $17.3 billioft 
and $15.0 billion, respectively. Beer excise taxes ©tiled $22 
billion. For the year,igra-sssates increased $94 million,,or 0.5%, 
and net sales improved $102 million, or 0 7%, on sales improve¬ 
ment in international beer, packaging and entertainment opera¬ 
tions, partially ©ffset by lower domestic beer sales 

IntefBltifial beer sites were up $123 million, or 15.2% due 
primarily to higher beer volume in China (including a full year of 
Harbin), Canada and Mexico Commodity-based packaging oper¬ 
ations saiss we®,up $116 million,,fr 8.3% on higher aluminum 
prices and increased volume Entertainment segment.sills 
Itcreased $96 million, or 9.7% from: higher attendance, incriased 
{pongand increased m-park spending Domestic beer segment 
net sales decreased 2.5%, or $285 million. $206 millio* of the 
decrease is due to a 1.8% decline, i beer sales volume, while 
$79 million stems fist a 0.5% decrease in revenue per barrel 
for©! year. 


Domestic beer revenue per barrel was up 1.4% due to fifr 
successful implementation of price increases and discount reduc¬ 
tions on a majority of the company's domestic volume. Pricing; 
initiatives have been tailored to selected markets, brands and 
packages. Revenue per barrel contributed $197 million to the 
segment increase in met sales, including the impact offte, 
acquired Rolling Rock brands and imports Grolsch andTiger.The 
1.2% increase in domestic beer volume added $111'itllon to 
the increase in segment net sales. W holesalers' sales-to-retailers 
increased 1.1% for the year. Rolling Rock, GrfisdhSRd Tiger 
llitributed 0.5 points of growtlyfo both beer volume and sales- 
to-retailers, W holesaler beer inventory levels at the end of 
the year are more i!|fr 1.5 days below 2005 year-end levels, 


Domestic beer sales-to-wholesalers declined 18% while whote- 
saler'llIfWo-retsltrs increased 0.2% (selling day adjusted). 
Sales-to-retailers results were led by the Budweiser Family, 
particularly from; the Introduction of Budweiser Select 
W holesaler inventories were reduced significantly during 2005, 
ending the year over two days lower than the end of 2004. 


The company's estimated domestic market share (excluding 
exports) ter 2005 was 48 7%,compared with2@04 market share 
of 49,6%. Anheuser-Busch's shipment-based market share 
performance was adversely impacted by the company's whole¬ 
saler inventory reduction, fo 
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Ir "mu* i i I ju** i voluime increased 50.8%, or 7.0 million barrels 
in 2005 due primarily to increased volume for China Budweiser 
operations, Canada and Mexico, and the impact of the Harbin 
Brewery acqa.tsiMn ig mud-2004.International’volume excluding 
the impact of Harbin increased 324,000 barrels, or 3 8% for the 
year.The increase in international beer volume drove a world¬ 
wide Anheuser-Busch brands volume increase of 4.4% for 2005, 
to 121.9 million barrels. Equity partners’ brands volume grew 71 
million barrels, or 36,6% in 2005 due to Modelo volume growth 
and the addition •pffsiBgtao equity volume iwroniog In M ay 
2005, partia%'offset by the loss of volume from ‘the sale of CCljj! 
in the fourth quarter 2004.Total brands volume was up 9.0%, to 
148.3 million babels for the full year 2005. 

SALES - 2004VS. 2003 

Anheuser-Busch generated gross and net.sales of $17.2 billion 
and $14.9 billion, respectively, in 2004. Beer excise taxes totaled 
$2.2 billion, Bfissssiis for the year increased $840 million, or 
5.1%, and net sales improved $787 million, or 5 6%.These 
increases were driven primarily by a 3% increase in domestic 
beer segment sales, due to 2.5% higher revenue per barrel and 
higher volume.tiH'incraasi in revenue ptr barrel generated 
$323 million in net sales improvement and beer volume gains 
tomilMblJted $42 million of the increase.fte consolidated gross 
margin impact of the increase in domestic beer revenue per 
barrel was offset by the impact of higher sales and! costs from 
the company's commodity-based can manufacturing and 
aluiffttm recycling opetStiafc, 

International beer segment sales increased $173 million due to 
volume gams nn Canada, China, and the Wulted Kingdom and the 
impact of Harbin in the second nflf of the year. Packaging 
segment sales increased $172 million primarily due to higher sot 
drink, can yplume and priding, and increased recycling operations 
sales Entertainment segment sales were up $65 million due la 
higher admissions pricing and increased tn-park spending 
Entertainment sates were adversely impacted by hurricanes in 
’Honda in the second half of the year 

Domestic beer sales-to-wholesalers increased 0.4% in 2004,tgj- 
103.0 million barrels This increase was led by the growth #f 
Michiib ULTRA and Bud LightW hotesaler sales-io-retailers 
declined 0 3% versus 2003 Both sales-to-retalers and sales-to- 
wholesalers were adversely impacted during 2004 by abnormally 
wet weather in many markets, especially -during the key summer 
selling season. This was coupled with a general slowdown in 
consumer spending daring the year, particularly among lower- 
income consuimersJfbe company's domestic market share 
(excluding exports) for the full year 2004 was 49.6%, compared 
to 2003 market shart of 49.7%. 


Intechafifpl beer volume increased 5.4 million barretlsdr 65%, 
to 13.8 millio* barrels in 2004 due to volume growth in Canada, 
China and the Unfed Kingdom, and the addition of Harbin 
volume Excluding 5 2 million barrels of Harbin volume, interna- 
<fo«al volume grew 3.2% for.lift year.The growth in international 
volume drove the 5.3% increase in worldwide.volume, to 116.8 
million barrels. International equity partner volume grew to 19.3 
million barrels,2 7% versus 2003, as a result of Grupo M odelo 
volume improvement partially offset by the impact of the CCU 
sate in N ovember.Total brands volume increased 4.9% for the 
year versus 2003 

COST OF SALES 

The company continuously strives to reduce costs throughout its 
manufacturing and <§ppbtttion systems. Brewery modernizations 
have yielded long-term savings through reduced beer packaging 
and shipping costs and reduced maintenance costs The' 
company's focused production methods and wholesaler Support 
•di^fbaten centers concentrate small-volume brand and 
package production at three of the company's 12 breweries to 
create production efficiencies,reduce costs, and enhance respon¬ 
siveness to changing consumer brand and package preferences. 
The company also works to reduce distribution costs fo <it?y . 
products through better systemwide coordination witnrU'f;/. 
network of independent wholesalers. 

The cost of saletfpr 2006 increased $559 million, or 5.8% to 
$10.2 billion The increase In cost of sales is attributable to 
higher costs for all the company's segments, including costs asso¬ 
ciated wlfiihigher beer volume world-wide, increased packaging 
materials and plant operating costs for domestic beer, higher 
energy costs for all operation increased aluminum costs for 
recycling operations, and higher park operating costs fori enter¬ 
tainment operations Incremental costs associated with increased 
beer volume were $75 million for datfrattcbeer and $48 milllol 
for international operations. Gross profit as percentage of net 
sates was down 80 basis points for the year, to 35 3% due prima¬ 
rily to lower gross margins for domett and international beer 
and the commodity-based recycling operations 

The cost of sales was $1-5 billionfor 2005, an increasftaf $586 
millio n, or 6.5%,This increast is attributable la higher easts for 
all of the company's major business segments, including higher 
igluminuim and other packaging materials expense and increased 
energy oasts for domestic beer;-!pfiMman£ai prottBC^pco ! Sts for 
international beer associated with higher beer volume and the 
pfin o of the Harbin acqiiitio*; increased aiumihiip:, energy -ind 
other manufacturing costs for thf roirwnodity-based packaging 
segment;,and higher park operating expenses in entertainment 
operations. G ross profit as a percentage of net sales decreased 
350 basis points, to 361%, due primarily ta the decreases in 
||Ke2fc beer satis volume and- revenue per barrel combined 
with increases in domestic beer production costs. 
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Cast of sales was $9.0 billion for 2004, an increase of $535 
millow, or 6 3%,The increase was due to higher costs for all 
of the company's business segments. Dowgstic beer costs were 
higher due to increased costs for brewing and packaging mate¬ 
rials, costs associated with increased beer volume, and higher 
utility costs International beer experienced higher costs associ¬ 
ated with increased beer volume plus the impact of incremental 
cost of sslsiassociated with the Harbin acquisition, Packaging 
operations experienced higher aiumffuin costs and entertain¬ 
ment operations incurred higher park operating expenses, 
fjiuding hurricane cleanup costs in the second half of the year. 
Consolidated gross profit margin decreased 40 basis points, to 
39 6%, due primarily to a 20 basis point gross margin increase 
from domestic beer operations being more than offset by higher 
sates and costs from the company's commodity-based can 
manufacturing and aluminum recycling operations,. 

MARKETING, DISTRIBUTION AND 
ADMINISTRATIVE EXPENSES 

Advertising and promotional activities for its beer brands and 
theme park operations are impoftent elements of Anheuser- 
Busch '$ strategy and represent significant annual expenditures 
The company employs a witty of national, fiijona! and total 
media outlets m its promotional efforts, including television, 
radio the Internet, print and outdoor advertising and event 
sponsorships 

MarfcsSng, cSSMputtQS and administrative expenses were 
$2,8 billion for 2006, a decrease of $5 million, or 0,2% due to 
lower marketing expenses for domestic beer mostly offset by 
higher marketing costs for international beer in China and for 
entertainment operations, and increased general and admini¬ 
strative ®g$s The company also experienced' slightly favorable- 
distribution costs for company-owned beer wholesale operaSo|s 
due to having one less location 

M arketing, dfetipufoirind administrative expenses for 2005 
were $2.8 billion,# increase of $97 million, or 3.5%.Th§ 
increase is the result of higher marketing and selling costs for 
both domestic and international beer operations and increased 
entertainment marketing costs, partially offset by reduced 
genital, and administrative expenses. Do-Sfltic beer fsirtiting 
#lts were up primarily for the Budweiser Family, including the 
national introduction of Budweiser Select,and m support of beer 
volume and market share growth'Initiatives International beer 
marketing increased primarily due to the Harbin acquisition 
H igher domestic beer distribution costs were largely the result 
of increased fuel costs while internatonwqlSfirlbutiQi costs 
increased due to Harbin and higher costs in the United Kingdom 

Marketing di^nbutis* and administrative expenses were $2.7 
billion i»-i§04, an increase of $98 million, or 3.7%.Tte increase 
was principally due to increased international beer marketing 


and distf'ftutf'ojn costs, higher entertainment advertising costs, 
increased marketing, costs associated witp#e O lympics, higher 
domestic beer distribution costs from owning an-additional 
wholesale operation, and higher corporate expenses due prima¬ 
rily to higher employee benefits costs 

O Derating results for 2005 also include the one-time $105 
mite* pretax litigation settlement cost which® reported-as 
a separate line item in the consolidated tncorog statement 
See page 33 of this Discussion for additional information 
The settlement expense is classified as a corporate Item for 
business segment reporting, 

OPERATING INCOME 

O pefafing income represents the measure of the company's 
financial performance before net interest cost, other nonoper¬ 
ating items and equityihcqme The company generated oper¬ 
ating Income of $2.7 billion in 2006,an irioiast of $233 million, 
or 9.4%, G piec^fflwatgin for the year was up 80 basis points to 
17,3%. Excluding the 2005 litigation settlement, operating Income 
was up $128 million, or 4 9% and operating margin improved 10 
basis points as shown below 



2006 

2005 

Change 

Reported operating margin 

17 . 3 % 

16.5% 

80 bps 

Impact of litigation settlement 

— 

0.7 

(70) bps 

•Excluding litigation settlement 

17 . 3 % 

17.2% 

10 bps 


Q pirating,inconfisof $2.5 billion decreased $687 mItem, or 
22% in 2005. Operating margin for 2005 was 16.5%, a decline 
of 480 basis points due primarily to reduced domestic beer sales 
volume, lower revenue per barrel and higher operating costs, 
including the one-time litigation settlement Excluding the litigation 
settlement,operating margin decreased 410 basis points, as 
shown below. 



2005 

2004 

Change 

Reported operating margin 

16.5% 

213% 

(480) bps 

Impact of litigate® settlement 

■ 

- 

70 bps 

Excluding litigation settlement 

172% 

11 . 3 % 

(410) bps 


O piflfing income was $3.2 billion in 2004, representing an 
increase versus prior year of $155 million. Or 5.1%, G pirating 
• margin was 21.3% for 2004, level versus 2003. 

INTEREST EXPENSE LESS INTEREST INCOME 

Interest expense less interest income was $449.5 million for 
2006, $452.1 miilliort fOif 2005, and $422,2 million for 2004, 
representing a decrease of 0.6% in 2006, and increases of 7.1% 
and 5.6%, respectively, for 2005 and 2004.The 2006 result IS due 
fp lower average debt balances throughout the year mostly 
offset by higher average interest rates.The increases in 2005~|rif' 
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2004 primarily resell from higher average outstanding debt 
balances compared with prior years, plus the impact of slightly 
higher average Interest fftis in 2005. See the Liquidity and 
Financial Colditipin section of this D iscussion for additional infer 
maitfli; regarding tie company’s leverage philosophy and specific 
Ganges in the company's debt portfolio. 

INTEREST CAPITALIZED 

Interest capitalized as part of the cost basis of capital assets was 
$17.6 million in-2006, $19.9 miiltatin 2005, and $21.9 millioi|S ! 
2004 Tie amount of interest capitalized fluctuates depending on 
eomstructton-in-progress balances, which are impacted by the 
amount and timing of capital spending, the timing of project 
completion dates, and by market interest rates 

OTHERINCOME.NET 

Other income, net includes items of a nonoperating nature that 
.d,g not have a mateffai;impact on tie company's consolidated 
results of operations, either ndiMdu#y or in total Earnings from 
the company's equity investments in domestic beer wholesalers 
are included in other income in 2005 and 2004.The company 
had consolidated net other expense of $10.8 million in 2006, 
and net other income of $2.7 million'and $38.7 mliiOTinin 2005 
and 2004, respectively. 

Other income for 2005 includes the one-time $15,4 million 
pretax gain frorfiithi-il}# of the'.company's 13% stake in Sh# 

Port Aventura theme park in Spain,The fhime park sale gila 
was partially offset by expenses incurred to call the company's 
7.25% and 7.00% U.S. dollar debentures due 2015 and 2025, 
respectivelyThese transactions are all classified as corporate 
items for business segment reporting. 

Other income for 2004 includes a one-time pretax gain of 
$19.5 million from the sdle of commodity derivatives that were 
originally placed for future years 'tiling estimates of coiversish 
costs to be included in the renewal of supply Contracts These 
costs were reduced during negotiations, resulting in significant 
ledge ineffectiveness as determined under FAS 133.The: 
company sold the hedges and realized the ineffective popfifpif 
of the gain.f'jMSf? reported in the corporate segment.,Also 
In 2004, the company recorded a $13 4 million pretax gam on 
the sale of its investment in CCU, which is recognized in the 
internatioha' beer segment. In additibfijthe company sold 
equity investments in two domestic beer wholesaler partnerships 
In 2004 and recorded a $19.1 million pretax gain In domestic 
beer 'results 


Income Before IncomeTaxes 

(dollars in millions) 


2006 

liflij 
31841 

■IKI 

aiit:j 


■) $2,276.9 

0 $2,057.4 

^0 $2,812.1 
$2,643.9 
$2,473.2 


INCOME BEFORE INCOMETAXES- 2006VS. 2005 

0 B' a reported basis, income before income taxes increased 
10.7%, or $220 rollon due to higher profits li.domesic beer 
and entertainrient operations. Pretax income increased 6.1%, 
excluding from 2005 results both the $105 million pretax litijji>- 
>tlo« settlement charge and the $15 4 million pretax gain from 1 
Iht sale of thf theme park interest m Spam These items are 
excluded to enhance comparability (see page 33). 

Income before income taxes for domestic beer was up 31%, or 
$83 million on higher volume, increased revenue per barrel and 
lower marketing costs, partially offset by higher beer productfoih 
costs. Higher costs are primarily attributable to increased costs 
for aluminum and other packaging materials and energy. Inter¬ 
nationa! beer pretax income decreased 11.3%, or $10 million 
due to lower earnings in the United Kingdom partially offset by 
increased profitslh China.Canada.Ireland and Mexico.Packaging 
segment pretax income was up 2.5%, or $4 million primarily 
due to higher can manufacturing profits Eitertairlient segment 
pretax results. Imp roved 13.1%, or $27 millionpn increased 
attendance and in-park spending: partially offset by higher park 
operating expenses and marketingcprts. 

INCOME BEFORE INCOMETAXES - 2005VS.2004 

Reported income before income taxes decreased $755 million, 
or 27% primarily reflecting lower profits ’to domestic beer, inter¬ 
national beer and packaging operations, partially offset by 
ISiifroved results from eali^^ment operations.Income before 
fftbrae taxes includes the impact of the one-time gams in both 
2004 and 2005 plus the 2005 litigation settlement. Excluding 
these items from both years to enhance comparability, income 
before income taxes decreased 22 7% (see page 33). 

Domestic beer pretax income decreased $603 million, or 18% 
due to lower beer sales volume, reduced revenue per barrel and 
higher costs H ighar costs resulted from commodity cost pres¬ 
sures for alan&lnum, glass and energy, plus costs for new pack¬ 
aging initiatives sud! as applied plastic labels and aluminum 
bottles. Pretax income fof international beer decreased $44 
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million, or 34% for the full year primarily dip to lower profits in 
China and the U mted Kingdom and the impact of the CCU sale 
gam in 2004, partially offset by improved resufs in Canada. 
Excjfarflng the CCU >j. • pi. pretax income for inteirnatipiBSi 
beer decreased 26%, as shown in the following table. 



2005 

2004 

Change 

IhternafiO'BSi beer pretax rafi* 

$86.5 

$130.9 

(333)% 

Gain on ale ofCCU 

- 

(13.4) 

7,5 

International beer pretax excluding 
CCU gain 

$86.5 

$117.5 

(26.4)% 


'Packaging segment pretax profits were down $22 million, or 4 .'. 
14% during 2005 due to higher energy and materials costs for 
can and glass manufacturing operations and lower profits for 
the company's aluminum recycling and label manufacturing 
operations. Entertainment segment pretax results improved 
$33 million, or 19% due to increased attendance, admissions- 
pricing and in-park spending, partially offset by higher park 
operating expenses, Results in 2004 were adversely impacted 
by a series of hurricanes in Florida. 

INCOME BEFORE INCOMETAXES- 2004VS. 2003 

Reported income before income taxes for 2004 was $2 8 blips, 
an increase of $168 mlion, or 6.4%.Tbis increase reflects 
improved results for all of the company's o perating: segments, 
•Excludingfavorable one-time items in 2004 to enhance compara¬ 
bility, income before: income taxes increased 5.1% (see page 33). 

Pretax income foir the domestic beer segment was up $159 
million for the full year, reflecting increased beer volume and 
higher revenii.per barrel, partially offset by higher costs. 
International: b#er segment pretax incafie improved $40 milio-fi 
for 2004, primarily due to volume and profit;growth in China, 
Canada, and the United Kingdom; the impact of Harbin in the 
second half of the year; and the gain on the sale ofCCU. 
Packaging segment pretax profits were up $8 million for the year 
primarily me to higher soft drink can volume and pricing and 
improved refute from the company's alumintjfl recycling opera¬ 
tions. Entertainment segment pretax income increased $10 
million compared with the full year 2fifl3, primarily due to higher 
admissions pricing and increased in-park spending, partially offset 
by hurricane impacts. 

EQUITY INCOME, NET OFTAX 

Equity income of $588.8 milli©^ was an increase of 18.2% versus 
prior year primarily due to Gruipo Models volume increases, 
pricing growth in Mexictaid a lower Mexican income tax rate. 


Equity Income was $498.1 million in 2005, an increase of $94 
mlion, or 23% for the year, reflecting thifatnefit of G rupo 
M odili volume growth, lower M exiqan income taxes and the 
impact of includingTsingtao equfftf iisesme beginning May 2005, 
partially offset by the reduction in equity Income due to the sale 
ofCCU 1 and a one-time $18 million deferred inc&m#t8x benefit 
ill 2004 from a reductionist M exican corporate income tax rates 
The tax benefit i|,2004 was partially offset by $8 millibft-of incre¬ 
mental U.S. deferred income taxes in the consolidated income tax 
provision Excluding the Mexican tax benefit from 2004 result'’' . 
equity* income for full year 2005 increased 29% (see page 33). 

Equity income was $404.1 miito« Jgf 2004, up $59 jfitlfti or' 
17,2%, due to the benefit of revenue growth from Grupo M odelo 
and the $10 miilgiji M exican income tax benefit (net of U .S. 
deferred taxes). Equity Ipo'me results for 2003 included a $5.5 
million one-foie aftertax benefit representingAnbeuser-Bysctfe 
equity Share of a gain on the sale of a brewery by CCU. Excluding! 
Ilf Mexican tax rate benefit from 2004, equity Income would 
have Increased 11.9% (see page 33). 

NET INCOMEAND DILUTED EARNINGS 
PER SHARE 

Diluted earnings per share for all years benefited from the 
company's ongoing share repurchase program The company 
reported 2006 net income of $2.0 billion,,a $221 mlisfi, or 
12 7% increase compared to prior year D (luted earnings per 
share increased $.30, or 13.5% to $2 53 for the same period 
Comparisons of net income and earnings per share between 
2006 and 2005 are impacted by one#ne income tax events in 
both years, as well as the 2005 llfgatto# settlement and gain on 
the sale of the Spanish, theme park investment. In 2006, 
Anbeuser-Busc! fscegnfced |tfiii ff $7.8 million irerrrtht: 
reduction of deferred income taxes resulting from state income 
tax reform, (egisiatlpn in Texas, while in 2005 thetsmpany recog¬ 
nized a simitar gain of $7 2 milliottdue to tax reform legislation 
Jf|,6j|»fo, incurred- a favoribfe tax impact^fn the sale of the 
Spanish theme park, and reported a $6 8 million favorable settle¬ 
ment of certain Chilean taxes associated with the 2004 sale of 
the company's equity stake in CCU. Excluding these one-time 
items to enhance comparability, net income and diluted'e^hi mgs 
per share for 2006 increased 8.5% and 1 91%, respectively 

Anheuser-Busch generated net income of $1.7 billion in 2005, a 
decrease of $374mlion, or 17.7%, while.reported diluted -earn- 
'flags per share of $2.23 decreased 14.9%, or $.39. Excluding the 
one-time 2005 items noted above and also the previously 
discussed one-t:rr.e 2004 commodity hedge gain and Mexican, 
income tax rate benefit, net income and diluted earnings per 
Share decreased by 13 4% and 10.5%, respectively, versus 2004 
as shown in. the table on page 33. 
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N et income of $2.1 billion for 2004 was an increase versus 2003 
of $156 million, or 8% Dilmtedi earnings per share were $2.62, an 
increase of 12%, or $ 28 Excluding the 2004 one-time items 
from the co-mp.arisQn witi|003, net income increased 6 1% and 
diluted earnings per share increased 10.3% (seetitofilllow). 

The following mformatiofiiis provided to make direct compar¬ 
isons easier for 2006,2005 and 2004 versus prior year by 
excluding one-time items previously discussed (in millions, 
except per share) Tlh« company believes excluding one-time 
items better illustrates underlying results by providing a consis¬ 
tent basis pf comparison. 


Income Provision 
Before Income For Income 
Taxes Taxes 

Income 

Net 

Diluted 
Earnings 
Per Share 

2006 

Reported 

$2,276.9 

$(900.5) 

$588.8 $1,965.2 

$2.53 

Texas income 
tax legislation 
benefit 


(7.8) 


(7.8) 

(.01) 

Excluding one¬ 
time item 

$2,276.9 

$(908.3) 

$588.8 $1,957.4 

$2.52 

Percentage Change - 2006 vs. 2005 




Reported 

10.7% 


18.2% 

12.7% 

13.5% 

Excluding: one¬ 
time items 

6M 


18.2% 

8.5% 

9.1% 

2005 

Reported 

$2,057.4 

$(811.1) 

$498.1 

$1,744.4 

$2.23 

Gain on sale of 
Spanish theiit 
park 

(15.4) 

Wlf 


(18.9) 

(.024) 

CC.U sale Chile 
tax. settlement 

_ 

(6.8) 

_ 

(6.8) 

|.0IS) 

Ohio Income 
tax legislation 
benefit 


173): 


if® 

(.009) 

Litigation 

settlement 

m§ 

(12.6) 

_ 

92.4 

118 

Excluding one- 
ime items 

$2,147.0 

$(1412) 

$498.1 

$1,803.1 

$231 

Percentage C hange - 2005 vs. 2004 




Reported 

(26.8)% 


233% 

(17.7)% 

(14.9)% 

Excluding one¬ 
time items 

122.7)% 


29.0% 

(134)% 

(105)% 



Income 

Provision 



Diluted 

Before Income For Income 


Net 

Earnings 


Taxes 

Taxes 

Income 

Income 

Per Share 

2004 

Reppftei 

GlffijiKBly 

$2,812.1 

$(1,097.5) 

$404.1 

$2,118.7 

$2.62 

hedge gain 

815) 

74 

- 

112.1) 

{#15} 

■Gfitn on sale of 
CCU '' 
Benefit from 

ftl« 

(1.3) 

- 


(.018) 

M exican tax 
rate reductiaf 

_ 

Ift 

'(18.0) 

«:§} 

{#12) 

'Excluding ene-f* 






time items 

$2,7792 

$(1,083.4) 

$386.1 

$2,081.9 

$2.58 

Percentage Change - 2004 vs. 2003 




Reported 

6.4% 


1.72% 

8.0% 

12.0% 

Excluding one? 






terns 

5.1% 


11.9% 

6.1% 

10.3% 


INCOMETAXES 

The effective tax rates for 2006 and 2005 include ongoing bene¬ 
fits from the American Jobs Creation Act!he company's (buffi 
quarter effective tax rate is typically higher than dunsgitie rest 
of the year due to the granting of incentive stock optibfts for 
Whitt Ihe company cannot assume a future tax deduction. 

Anheuser-Busch's effective tax rate for 2006 was 39.5%, up 
10 basis points for the year, and: includes a bfinelt from partial 
utilization of the litigation settlement capital loss. Excluding fie 
one-time $7.8 million Texas tax legislation beieit from 2801 
effective rate was 39.9%, an increase of 70 basis points 
primarily duitb higher taxes on foreign egrnings.This compar¬ 
ison excludes from' 2005 Ihfi-pirie-time tax impacts of the limited 
deductibility of the litigation settlement, the $3.5 million related 
to the sale of the Spanish theme park, the $6.8 million for the 
settlement.of CCU tax matters and the $7.2 million Ohio tax 
legislation benefit 

The 2005 effective income tax rate of 39.4% was up 40 basis 
points versus 2004.The effective tax rate for 2005 includes thi 
one-itae favorable impacts noted above, which were essentially 
offset by a limited: income tax benefit available from f|i®j litigation 
settlemertt.The company recognized a limited benefit for the 
settlement due to not having sufficient capital gains available tp 
Jlfew full deductibility of the toss. 

The 2004 effective tax rate of 39.0% increased 20 basis points 
versus the 20 : Q3 rate.The rate for 2004 includes the impact of 
Hi $8 million of incremental U.S. deferred income taxes 
provided < partially offset the Mexican corporate income tax 
rate reduction previously discussed. 
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Diluted Ea-nings per Share 


2006 

2005 

2004 

life: 


^^■>$ 2.53 

BD $ 223 

$ 2 - 62 

$2.34 

D $ 2 '09 


EMPLOYEE-RELATED COSTS 

Employee-related costs were $2.7 billion in 2006, an increase 
of 3.5%- versus 2005.These cods totaled $2.6 billion in 2005, 
an increase of 1.8% versus 2004 costs of $2.5 billion, whiBhi 
increased! 7.2% versus 2003.The changes in employee-related 
asts primarily reflect increases jn cdmpensaticn and- 
benefits expense, including the impact of acquiring Harbii i# 
2004. Aifipal compensation comprises the majority of employee- 
related cods and totaled $2.0 billion in 2006 ||d $1.9 billion in 
both. 2005 and 2004, representing an increase of 3 4% in 2006, 
a decrease in 2005 of 2 5%, due to lower stock compensation 
costs, and an increase in 2004 of 4.0%, respectively Thef 
remainder of employee-related costs-consists primaifpfof 
pension, life insurance and health C3re benefits and payroll taxes 
The company had 30,183 full-time employees at December 31, 
2006. Full-time employees numbered 31,485 and 31,435 at the 
end of 2005 and 2004, respectively. 


Employee-Related Costs 

(dollars in millions) 


2006 

-life 

2004 

2003 

2002 


$2,673.7 

$2-584.4 
^■0 $2,539.6 
D $2,369.4 
0 $2,2162 


OTHERTAXES 

In aoc:t:§)3to income taxes, the company is significantly 
impacted by other federal, state and local taxes, most notably 
beer excise taxes. Taxes related to 2006 operations, haft including 
the many indirect taxes included in materials and services 
purchased, totaled $3.4 billion, an increase of 3.4% versus total 
taxes in 2005 of $3.3 billion.The increase in 2006 refects higher 


beer excise taxes „/'r increased beer volume, and increased 
Iteme taxes due to higher pretax earmings.Tax expense in 2005 
decreased 8.1% compared with total taxes of $3 6 billion » 
2004.These figures highlight the significant tax burden o-n the 
'company and the eQSpl brewing indttttry. 

Proposals to increase excise taxes on beer are addressed by the 
company and the brewing industry every year. Afthtuser-Busifi 
understands that spending cuts or temporary tax increases may 
be necessary for states to address budget concerns, however, the 
company believes that states should accomplish this objective in 
■the most efficient and least harmful way possible.'"he company 
does not believe excise taxes, which are regressive and primarily 
burden working men and wjiptn.are the solution To ensure its 
views oh this important matter are known, company and 
industry representatives meet proactively on an ongoing basis 
with legislators and administration otMgls from various states 
to present arguments against increases in beer excise taxes 

RETURN ON CAPITAL EMPLOYED 

flilue for shareholders is created when companies earn rates of 
return in excess of their cost of capital Anheuser-Busch views 
the rate of return on capital employed to be an important 
performance measure because it gauges how efficiently the 
Company Is- deploying itsCipSi! assets. A Iso .increases in the rate 
are often considered by the investment community to be a 
Strong driver of stock price, especially m> conjunction with earn¬ 
ings per share growth 

The company’s rate of return on capital employed was 15.6% in 
2006 compared to 14,0% and 17.5% in 2005 and 2004, respec¬ 
tively Return on capital: employed is computed as net income for 
the year plus after-tax net interest (interest expense iless interest 
capitalized), divided by average net investment :N it investment iff 
defined i|| total assets teS-ftondebt current liafeltiesJhe return 
on capital employed ratio measures after-tax performance, there¬ 
fore net interest co'pp tax-effected tin the computation for 
consistency. For 2006,2005, and 2004, after-tlX;inftt jn-tetest 
expense was $269 million, $269 million and $251 million, respic- 
tively,.ealculated as pretax net interest expense of $434 million, 
$435 million and $405 million, respectively, less income taxes 
applied at an assumed 38% rate 

Liquidity and Financial Condition 

Anheuser-Busch'fdtrong financial position alows it to pursue (is 
growth strategies while also providing substantial returnstf 
shareholders. Accordingly,thi company has established tffi, 
following priorities for its available cash: 

• Investing in core businesses to enhance profit growth This 
.uPipdes caplallexpenditures in existing Operations, and 
acquisitions and investments to enhance the company's 
> Jong-te^m earnings growth . 
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• Returning cash to shareholders by consistently iiflfSsihg; 
dividends in line with expected growth in diluted earnings 
per share, and share repurohasingi, consistent'Wlfrlihe 
company's leverage target 

ffe company considers its cash flow to total debt ratio to be 
one of the iiolt important indicators of leverage, and following 
the company's apfipuncement in December 2006,currently 
targets a ratio between 25% and 30% Cash flow to total debt :sl 
defined as:operating cashflow before the change in working 
capital, adjusted for pension conMputioBS less service costs, 
iMded by total debt, adjusted to include the funded status of 
the-companyS single-employer defined benefit pension plans. 
Based on its specific financial position and risk tolerance, 

A nihiffier-BdlBh: believes this iivarage target .striifs the best 
balance between a low cost-cf-capital-and maintaining adequate 
financial flexibility.!he company's ratio of cash flow to total debt 
was 32.7% in1006,29.5% in 2005,3fid35.1%, i| 2004. 

Ratio of Cash Flow to Total Debt 

(in percent) 


2006 

atif 

2004 

'2883 

2082 


32.7% 

D 29.5% 
^^^^3 35.1% 

36-9% 

37.0% 


SOURCES AND USES OF CASH 

life company's primary source of liquidity is cash provided by 
Operations. Principal uses of cash are capital expenditures, busi¬ 
ness investments, dividends and share repurchases Informatidl 
tjothe Company's cash flows, by category, is presented in tie 
consolidated statement of cash flows. 


Operating Cash Flow Before the Change 
in Working Capital 

(dollars in millions) 


$2,520.6 

D $2,651.6 

$3,096.6 


$2,912.5 
^3 $2,564.0 


OFF-BALANCE-SHEET OBLIGATIONS, 
COMMITMENTSAND CONTINGENCIES 

Anheuser-Busch has a long history Of paying dividends and 
expects to continue paying dividends each year.The company 
also"has an active share repurchase program and anticipates 
continued share repurchase la the future However,Anheuser- 
Busch has no commitments or obligations related to dividends, 
or for the repurchase or pledging of sharesTIhe company has 
cash coBtraifwests in the normal,course of business, including 
operating leases The company has no off-balance-sheet obliga¬ 
tes specifically structured to provide earnings or tax benefits, 
or to avoid recognition or disclosure of assets or liabilitilp^V.' 

The company's 9% debentures due 2009 permit holders to 
require repayment of the debt ptfif to its maturity after# 
decline in the company's creditrgtlig below investment grade. 
The credit downgrade must be preceded by a change in control 
The total outstanding balance for this debt at December 31, 
2006, is $350 million.The 5.35% notes due 2023 permit' ber.eficil 
aries of deceased note owners to require repayment of the debt 
at afiy nine prior to maturity, subject to an annual limit of 
$25,000 per decedent’and a cap on aggregate redemptions of 
$3.6 million per year.The company redeemed $2,8 mifch of 
these notes in 2006 and $18 million in 2005. 


Cash generated by each of the company's business segments is 
projected to exceed funding requirements for that segment's 
anticipated capital expenditures.Corporate spending on share 
repurchases and dividend payments, plus possible additional 
cquismgt may require externalinfftcing as the company 
maintains Is cash flow tf ffttf tlebt ratio wthiis its target range. 
The use of debt financing lowersthf #|mpany's overall cost of 
capital and the extent and timing of externalSnaneiing will vary 
depending m thf.fompany's evaluitian of existing market condi¬ 
tions and other economic factors.The company uses its Share 
repurchase program to manage its leverage position, and typi¬ 
cally operates at a working capital deficit as it manages its cash 
flows.The company had working capital deficits of $417 million, 
$224 million and $151 million,at December 31,2006,2005, and 
2004, respectively. 


The company's fixed charge coverage ratio was 6.IX for th# 
year ended December 31,2006 and was 5.5X and 7.4X for the 
years ended December 31,2005 and 2004, respectively. 
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The company's future cash commitments are shown feefow, as of 
December 31,2006flfs milllans). 



2007 

2006 
and 2009 

2010 
and 2011 

2012 and 
Thereafter 

Total 

Capital expenditure 

$ 86 

$ 64 

$ - 

$ - 

$ 150 

0 perating leases 

44 

59 

•i.i 

27f. 

417 

Brewing and packaging 
materials 

410 

277 


Ti 

1,230 

Unfunded benefits 
payments 


146 

150 

4l| 

Jfi 

Interest p^ffliots 

415 

803 

683 

4,455 

6,356 

Royalty arrangements 

33 

192 

III 

1,795 

2,280 

Maturities of tongrtirm 
debt 


III 

776 

6,106 

7,654 


$1,137 

$2,291 

$2174 

$13,364 

$18,866 


CAPITAL EXPENDITURES 

During the next five years, the company will continue capital 
expenditure programs designed to take advantage of growth and 
pro^isgfclMfty improvement opportunities for its beer, packaging 
and entertainment operations The company has a forri^-aftd 
intensive review procedure for the authorization of capital 
expenditures, with the most important financial measure of 
acceptability for a discretionary capital project being the degree 
to which its projected discounted cash flow return on invest¬ 
ment exceeds the company's cost of capital. 

Capital expenditures were $813 million in 2006, were $1.1 
billon in both 2005 and 2004, and totaled $4.9 billion over the 
past five years.The company expects capital expenditures of 
approximately $900 million in 2007 and is ipH^Bl capital 
spending during the five-year period 2007 - 2011 of $4.5 billion. 
See l\l ote 13 for information on capital expenditures by business 
segment. 


Capital Expenditures/Depreciation and Amortization 

{dollars in millions) 

• Capita! Expenditures • D epredation and Am.ortiati6» 


2006 

2005 j 
2004 
20BS : : 
2002 


m> $932.7 
K> $993.0 


^K> $877.2 
K> $834.7 
K> $847.3 


FINANCING ACTIVITIES 

■Tfe company’s debt balance decreased a total of $318.6 million in? 
2006, compared with a decrease of $306.5 rrlilon in 2005 Details 
of debt increases and decreases forflf last two years follow. 


Increases In Debt 



Amount 

Interest Rate 

Description 

(in millions) 

(fixed unless noted) 

2006 

U.S. Dollar Debentures 

$300.0 

5.75% 

Industrial Revenue Bonds 

17.7 

4.98% wtd. avg. 

U.S. Dollar Notes 

17.3 

5.54% 

Other 

1L3 

Various 

$346.3 

2005 

U.S.Dollar Notes 

$ 100.0 

5.49% 

U nited Riftgdam jfepry Lease 

52.9 

6.25% 

Other 

2;1 

Various 

$ i!!ff 

Decreases In Debt 


Amount 

Interest Rate 

Description 

(in millions) 

(fixed unless noted) 

2006 

Commercial Paper 

$444.2 

5.00% wtd. avg, floating 

U.S. Dollar Notes 

52.8 

$50.0 at 5.6% and 



$2.8 at 5.35% 

U.S. Dollar EuroNotes 

Net Change in Chinese 

100.0 

451% 

Renminbi-Denominated Debt 43.8 

5.41% wtd. avg. 

Industrial Revenue Bonds 

20.0 

6.63% wtd. avg. 

Other 

41 

Various 

$664.9 

2005 

U5.Dollar Debentures 

$ 350.0 

$200.0 at 7.0% and 



$150.0 at 7.25% 

Commercial Paper 

N et change in Chinese 

61.6 

331% wtd. avg, floating 

Renminbi-Denominated 'Debt 

37.8 

5.4T% wtd. avg. 

U S, D ollar N otes 

1.8 

5.35% 

Other 

103 


$ 461.5 


In February 2007, the company issued $300.0 million of 5.6% 
■ dollar notes due. 2017 and also; replaced $20.2 million of 
5 75% industrial revenue bonds due 2030 with 4 8% bonds 
due 2046. 

In addition to long-term debt, Anheuser-Busch issues.commercial 
paper as a source of short-term financing. Commercial paper 
activity is supported by the company's committed $2 billion 
bank revolving qeb.lt agreement that expires in 0 ctoberiiiO, 
This Standby crerttegreement, which has never been used, 
pfBvides Anieaser-Busch with an immediate andepfit.imuing 
source of liquidity. Commercial paper borrowings generally 
fluctuate in conjunction with the seasonality of operations and 
the timing of long-term debt issuance, with the company experi¬ 
encing its strongest net positive cash flows in the second and 
third quarters of the year, and relatively lower net cash flows in 
^||first and fourth quarters. Peak commercial paper borrowings 
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of $1.4 billiof and $1.6 billion occurridi in February 1006 and 
April 2005, respectively. Lowest j"r*rr rr ial paper borrowings 
were zero diaping portions of August and September 2006 and 
were $515 million in September 2005 Average outstanding 
commercial paper balances were $600 millioi during 2006 and 
$1.1 billkm during 2005. 

In 2006, the company executed a long-term lease with the City 
of N ew Ysirk for land to which Hat company will relocate its 
N ew York beer distfibution.ifacility.The company will construct 
a new warehouse, diStrtbuHon, vehiclemaintenance, and office 
complex on the site as well as make extensiyfe site development 
improvements for a total estimated cost of approximately 
$72 milonJI't development site Is located in a low-income 
distressed area of N ew York City and 'investment * the 
construction project qualifies for certain federal economic 
development tax incentives In order to obtain the tax incentives, 
the company entered into agreements with Banc of America 
Community Development Corporation, Enterprise Community 
Investment, Inc and certain affiliates to provide $46 millidu to 
construction financing, in' the form ©f a project investment of 
$11 million and loan proceeds totaling $35 million.The $11 
million investment is related to the development tax incentives 
and will be rtffipteed by Aftheuser-Busobas a riittCtifn in its 
cost of financing over the seven-year term oftfee borrowing, 

PENSION CONTRIBUTIONS 

The company made total contributions to its pension plans of 
$352 million, $56 million, and $245 million, respectively, in 
calendar years 2006,2005, and 2004. See N ote 5 for additional 
retirement benefits information, 


September dividend, the board of directors increased the quar¬ 
terly dividend rate from $.27 to $.295 per shsPf.This increased 
annual dividends to $1.13 per share, a 9.7% increase .compared 
with $1,03 per share in 2005 The dividend rate in 2005 
reflected an increase of 10 8% versus the rate of $.93 per share 
ip 2004 Q uarterly dividends per share for the first and second 
halves of the year, respectively, were $ 27 and $.295 for 2006, 
$.24$ and $.27 for 2005, and $.22 and $.245 for 2004. 


Net Income/Dividends 

(dollars in millittB): 

• N et Income • D ividends 


K> $1,965.2 


K> $1,744.4 

$2,118.7 

$1,962.5 


■> $1,840.7 


COMMON STOCK 

At December 31,2006, registered common:stock Shareholders 
numbered 51,888 compared with 53,573 at the end of 2005. 
The- cQtopany's common stock is listed on the N ew York Stock 
Exchange ulfftf the symbol BUD The dosing price of the 
company's common stock at December 31,2006 and 2005 was 
$49.20 and $42.96, respectively. Following are comparative 2006 
and 2005 quarterly high and low closing prices for BUD, 


SHARE REPURCHASE 

The company spent $746 million, S520 million, and $1.7 billion, 
to repurchase 16 7 million, 12.9 million, and 33 2 million 
Anheuser-Busch common shares in 2006,2005, and 1 2004, 
respectively Anheuser-Busch uses Its store repurchase program 
to manage Is capital Structure consistent with its cash flow to 
Hlal debt ratio leverage target.The cimipany'has historically 
repurchased significantly more shares each year than it has issued 
wider stock option plais, with average net annual repurchases of 
2.5% of outstanding shares for over 10 years All shares are 
repurchased under authorization.of the board of directors and 
in December 2006 the board of directors^ijfhdrized a new 
multi-year repurchase-of an add|%jal 100 million shares, whltihi 
brought total open authorized repurchases to approximately 115 
milfaftiSires. See N ote 11 for details of common Stock activity 

DIVIDENDS 

Dividends are paid in She months of M arch,, June, September 
and December of each year. Cash dividends paid to shareholders 
were $872 million in 2006, $801 million in 2005, and $743 
million in 2004 In the third quarter of 2006, effective with the 


Price Range of Anheuser-Busch Common Stock (BUD) 



2006 

2005 

Hicfi 

Low 

Hicfi 

Low 

First quarter 

$43.98 

$40.42 

$50.52 

$47.26 

Second quarter 

$46.96 

$41.90 

$48.10 

$45.10 

Third quarter 

$49.91 

$45.19 

$46.48 

$43.04 

'Fourth quarter 

$49.38 

$46.14 

$44.70 

$40.57 


Critical Accounting Policies 

The SEC defines a qrii:§al. aeajptiig policy as a policy for which 
in^re is a choice among alternatives available under 0.5. gener¬ 
ally, accepted accounting principles (GAAP), and for which 
choosing a legitimate alternative would yield materially different 
results,pained below are the accounting policies that 
Anheuser-Busch believes are essential: to a full understanding of 
ithecompany's operations and financial results.All the company's 
accounting policies are in compliance .wHw&GAAP 
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REVENUE RECOGNITION 

The company's revenue recognition policies are simple, straight¬ 
forward and comiply'with SEC Staff Accounting lultefiM o. 101, 
"Revenue Recc gnit:oiSfijin Financial Statements/Tihe company 
recognizes revenue only when tBfitraniftrs wsafyices lave 
been rendered to unafiiated 1 customers, based on negotiated 
arrangements and normal industry practices As such, alternative 
recognition and accounting methods are not available to the 
company 

EQUITY METHOD ACCOUNTING 

ftniteyser-Busch applies the equity method of accounting when¬ 
ever it believes it can exert significant influence op/an investee 
company,typically 20% to 50% owned investments £quitS§^V. 
accounting involves recognizing the company’s pro rata share of 
the net*earnings of investee companies in the income statement 
Cash is recaved and recognized (as a reduction"! of the 
company's investment, not equity income) only when distributed 
by the investee company Asast equity investor, Anheuser-Busch 
does not control the amount ortiming of cash distributions by 
investees The company provides incremental 11.5 deferred 
income taxes on equity earnings in excess of dividends received 
in 2006, the company had equity income of $588,8 million and 
received cash distributions from investees of $247.0 million, 
in 2005, Anheuser-Busch recognized equity income of 
$498.1 mullibn and received cash distributions from investees 
of $210.1 million. In 2004, equity income was $404.1 million:' 
and cash received was $179.0 million, Consolidation of fihi 
company's equity investees would lift fee appropriate because 
Anheuser-Busch does not have control of these entity 
Therefore, alternative accounting methods are not available. 

See N ote 2 for addfgppal information. 

DERIVATIVES 

The company's use of derivative financial instruments is limitefe * 
to highly correlated hedges of either firm commitments or antici¬ 
pated transactionsthat expose Anheuser-Busch to cash flow or 
fair value fluctuations in the ordinary course of business 
Company policy expressly prohibits active trading or speculating 
with derivatives. Acoortligly, all the company's derivative holdings 
are designated as hedges and qualify for hedge accounting under 
FAS 133,"Accountingfor Derivatives and Related Hedging 
Activity" Since company policy is to only use derivatives that 
will qualify for hedge accounting under FAS 133, the icco-unting 
alternative to using hedge accounting would be to voluntarily' 
forgo u^iighedge accounting, whitih could introduce volatility 
mfo the company's quarterly and annual earnings based on the 
changes in the market values of the derivatives 

ADVERTISING AND PROMOTIONAL COSTS 

Advertising and promotional activities are a key element of 
the company's strategy, and represent significant tnnual costs 
incurred by the company Advertising production costs are 


accumulated and expensed the first time the advertisement is 
Shown, while advertising media costs are expensed as incurred 
Both of these approaches are acceptable under GAAP and the 
company applies each cifiSftiitly, based on flit- nature of the 
spending. Applying either method exclusively would not materi¬ 
ally alter the timing of expense recognition 

Sales promotion costs are recognized as a reduction of net sates 
aI' i' Jgm jri j as required by GAAP,There are no alternative 
accounting methods available. 

POST RET I RE ME NT PENSION, HEALTH CARE AND 
INSURANCE BENEFITS 

Anheuser-Busch provides pension plans covering substantially all 
of its regular employees The accounting for the majority of 
these plans under FAS 87,"Employer's A^fcftflng for Pensions,' 
requires that the company use three key assumptions when 
computing estimated annual pension expense These assumptions 
are the long-term rate of return on plan assets, the discount rate 
applied id fife projected pension benefit obligation, and the long¬ 
term growth rate for salaries 

Of Sir# three key assumptions, only ths discount rate is deter¬ 
mined by observable-market pricing, and it is based on the 
iji&rest rate derived from: matching future pensidl benefit 
payments with expected cashflows from high-quality, long-term 
corporate debt for the same period's The discount rate used to 
value the company's pension obligation at any year-end is used 
for expense calculations the next year — e.g„(he December 31, 
2006 rate is being used for 2007 expense calculations For the 
rates of return on plan assets and salary growth, the company 
uses estimates based on experience as well as future expecta- 
ftlfis. Due to the long-term nature of pension liabilities, 
Anheuser-Busch .attempts to choose rates for these assumptions 
Hit will have long-term applicability See N ote 5 for information 
onthe impact of a 1% change in key pension assumptions. 

Anheuser-Busch provides health .care and life insurance coverage 
for most of its retirees after they achieve certain age and 1 years 
of service requirements tinder FAS 106 "Employers’ Ac&*]lngi 
for Postretirement Benefits Other than Pensions," the company ufS 
required to estimate the discount rate and future healthcare 
cost inflation rate m order to determine annual retiree health 
care and life insurance expense, and to value the related postre- 
tiriment benefit liability on the balance sheet, Similar to 
pensions, the discount rate is determined by observable market 
ratiij irifU is based on the ihfferest rate derived from: matching 
future postretiremen):benefits payments with expeetid Bath 
flows from |fifli-qftSllytio'ng-tenT| corporate debt for the same 
periods Health care inflation rates are recommended by the 
company's actuary’-consultants each year. See N ote 5 for infor¬ 
mation on the impact of a 1% change mi the assumed discount 
rate and health care inflation rate. 
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Risk Management 

Through its operationsand'investments,Anheuser-Busch is 
exposed to foreign currency exchange, interest rate, and 
commodity price risks.These exposures primarily relate to beer 
sales to fpreip customers, foreign currency denominated capital 
expenditures,royalty receipts from foreign license and contract 
brewers, acquisfraSf of raw materials from both domestic and 
foreign suppliers, dividends from equity investments and changes 
in interest rates. In addition to long-term supply agreements, the 
Company uses derivative financial instruments, including forward 
exchange contracts, futures contracts, swaps, and 1 purchased 
options and collars, to manage certain of the® exposures.Tle 
company has been impacted by certain changes in underlying 
market conditions during 2005 and 2006, particularly upward 
cost pressure for commodities.!here have been no significant 
changes in Anihe«®r-Busch’sphiito®phy and approach for 
managing these exposures, or inittie types of derivative instru¬ 
ments used to hedge the company's risks. 

Anheuser-Busch has well-established policies and procedures 
governing the use of derivatives The company hedges only Jrm, 
eommitmegts or anticipated transactions in the ordinary course 
of business and corporate policy prohibits the u® of derivatives 
for speculation, including the sale of freestanding iinStrSments. 
The company neither holds nor issues financial instruments for 
trading purposes. Specific hedging strategies used depend m 
several factors/including the magnitude and volatility of the 
exposure, thexost and availability of appropriate hedging 
instruments, the anticipated time-horizon, the commodity basis 
exposure, tht Opportunity tost, and the nature of the undeflfihg 
hedged *‘ r ~ uLf f" overall risk management goal isi|; ' 
strike a balance between managing its.-geposures to market 
volatility white' obtaining the most favorable transaction costs 
posible.Tht: company monitors the effectiveness of its hedging 
structures, based either on cash offset between changes in th® 
Value of the underlplf hedged exposure and changes in the fair 
value of the derivative, or by measuringtitf ongoing correlation 
between (he price of the underlying hedged exposur® and the 
pricing upon which the derivative is based.The fair value of 
derivatives is the amount the company would pay or receive if 
terminating any contracts. 

Counterparty default risk is considered low because derivatives 
are either exchange-traded instruments with frequent margia 
position requirements that are BIwB uid iAiffifaffeminter 
instrsffients transacted with highly rated financial fns®Sfc|i 
Bilateral collateral posting arrangements are in place with all. 
over-thfrcounter derivatives counterparties, who are required 
to post collateral to Anheuser-Busch whenever the fair vl!u§ 
of their positions reach specified thresholds favorable to flh# 
COimpany.TIls ilfeghoWsare based qS their credit ratings 
from Moody's and Standard & Poor's, respectively,as follows 
fin millions). 


Fair Value Thresholds for Collateral Posting 


Counterparties rated at least A2 o r A $30 

Counterparties rated A3 and A- $15 

Counterparties rated btlfw A3 or A- $ 0 


The sarnie colateral»postirej requirements and thresholds apply 
to Anheuser-Busch and its credit ratings, if the fair value of the 
derivatives is unfavorable to the company. All collateral mast be 
cash, U.S.Treasury securities, or letters of credit. At December 
31,2IQ6, the ©pmpany held .zero counterparty collateral and 
had zero collateral outstanding. Given the composition of thft 
company's derivatives portfolio, B%Q1SiTf®rket prices for 
derivatives held and the company's credit rating, material funding 
needs arising frostthe company's collateral arrangements are 
lit expected. 


Following is a summary of potential unfavorable changes in 
I i value of the company's derivative holdings under certain 
market movements duriirt|;ihe last two years (in millions) 




2006 

2005 

Foreign Currency Risk — 

forwards and 0 ptions 

$ 0.7 

$ 1.0 

interest Rate Risk 1 — Interest Rate Swaps 

$ 0.3 

$ .0.3 

C o m m o ity f/iejs-. Risk — 

Futures, Swaps and 0 ptions 

$13.8 

$JlA 


The cdiiTfiamy uses value-at-risk (VAR) analysis for foreign 
currency and interest rate derivatives exposures, and sensitivity 
analysis for commodity price exposures,VAR forecasts fair value 
changes using a iMo|II(Carlo statistical simulation model that 
'incorporates historical correlations among various currencies 
and interest rates.TheVAR model assumes that the company 
could liquidate its currency and interest rate positions in a 
single day (one-day hilding period;} .The volatility figures 
provided represent themaximum one-day loss tfe company 
could experience On each portfolio at a 95% confidence level, 
based on market history and current conditio ns. Sensitivity 
analysis reflects^impact of a hypothetical 10% adverse 
change in the: market price for the company’s underlying price 
exposures.The volatility of foreign currencies, interest rates, and 
commodity prices is dependent on many factors that cannot be 
forecasted with accuracy.Therefore, changes in fair vitae over 
time could differ substantially -fro m the illustration.Also, tie 
preceding derivatives volatility analyses ippre changes in the 
value of the underlying hedged transactions,,|if|o , oih thf, 
company expects largely offsetting impacts between changes in 
derivative values and changes in the pricing pfifhe underlying! 
hedged transactions. 
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The average daily change in fair feaiye for interest rate swaps in 
2006 was $200,000, with a computed one-day high of $900,000 
and a one-day low of zero.The average daily change in % value 
for foreign exchange derivatives in 2006 was $120,000, with a 
computed cine-day high of $500,000 and a one-day low of 
zero. Average daily changes for foreign exchange derivatives are 
computed as the monthly varfa'sce in fair value divided by the 
wpiber of business days in the month 

Anihtuser-Biisch's exposure to interest r€f volatility related to 
its outstanding debt is low, because the company predominantly 
issues fixed-rate debt At December 31,2006, fixed-rate debt 
* tii an approximate average maturity,of 15 years represented 
90% of the company's outstanding debt Assuming the percentage 
of floating-rate debt at year-end remains constant in 2007, and 
TpCludingtie impact of an existing fixed-to-ffosting interest rate 
swap, an immediate 100 basis points (10 percentage point} 
increase in the company's effective interest rate would result'; t ! 
in incremental interest expense of approximately $8 milltfi 
over the course of the full year. 


Other Matters 

FAIRVALUE OF MODELO INVESTMENT 

tlil| economic benefit of the company's M odelo investment can 
be measured in two ways: through equity income, w&fpft repre¬ 
sents Anheuser-Busch's pro rata share in.Shi net earnings of 
M odelo, and by the excess ofthe fair market value of the invest¬ 
ment over its cost.The excess of fair market value over the 
Company's cost, based on Grupo Modelo's closing stock price on 
the Mexican stock exchange {BeIsa) at December 31,2006, was 
$10 billion. Ai|heu|h this amount is appropriately not reflected 
in tflfcfompany's income statement or balance sheet, it repre¬ 
sents economic value to Anheuser-Busch and its shareholders 

CERTIFICATIONS AND GOVERNANCE 

company has included the required CEO and CFO certifica^ 
tions regarding ^company's public disclosure as exhibits to its 
2006 annual report on Form 10-K filed withttie SEC.Also, a 
CEO certification regarding the company's compliance with' 
corporate governance listing standards has been subm'iittatffO 1 
the N ew York Stock Exchange, as required by its listing mites* 
Available on the company's W eb site, www.artheuser-busch.com, 
are charters for all standing committees of the board of direc¬ 
tors (including audit, compensation and corporate governance); 
codes of business conduct for directors, officers and employees; 
and Anheuser-Busch^ corporate governance guidelines. 


ENVIRONMENTAL ISSUES 

Thecfflimpany isvsftrongly committed to environmental protec¬ 
tion. Its Environmental M anagement System provides specific 
guidance for how the environment must be factored into Jhufir I 
ness decisions and mandates special considers©* of envirore 
mental issues in conjunction with other business issues when any 
of the company's facilities or business tints plans capita) projects 
Of changes in processes Anheuser-Busch also 1 encourages its 
suppliers to adopt similar environmental management practices 
and po|iM*. 

The company is subject to federal, state and local environmental 
protection laws and regulations and its operating within such laws 
or is taking actio®-aimed at assuring compliapce with*such laws 
and 1 reguJatfoiis, Compliance with these laws and regulations is 
not expected to materially affect the company's competitive 
position. It is tie opinion of management that potential costs, 
#|er individually or in the aggregate, related to any federal or 
state designated cleanup sites for which Anheuser-Busch has 
been identified as a Potentially Responsible Party will not materi¬ 
ally affect the compstiy's financial position, results of operations:, 
or liquidity 
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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL STATEMENTS 
AND MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING 


Management's Responsibility for 
Financial Statements 

The company's financial statements are prepared and presented 
tn ateocdahce with accounting principles generally accepted in 
the'Mirt^ii-States.Tle'managemiSt of Anheuser-Bugillfi ',,! 
resportsWi for the pi p r i iT and presentation of the fndir/lj 
statements and other financial f rn. i Included i this annual 
report, including the reasonableness of estimates and judgments 
ftThfififtt in ^preparation of the financial statements 

Tile board of directors is responsible for ensuring the independ¬ 
ence and qualifications of audit committee members under 
applicable N ew York Stock Exchange and U S Secunlfcand 
Exchange Commission standardise audit committee consists, 
of five liiownanagement directors and oversees tile company's 
financial reporting and interpSf controls .system and meets wjf$v; 
management, the independent auditors and the internal auditors 
periodically to review auditing and financial reporting matters. 

T|e audit j&mmittel § solely responsible for the selection and 
retention of the company's independent auditors, subject to 
shareholder approval The audit committee liiBi five meetings 
iidjjjping 2006 and its report for 2006 can be found in the 
company's proxy statements! 

In addition to the audits of the company's internal control over 
financial reporting and management's assessment of internal 
control over.fpjylp reporting, PricewatiFlouseCoopers LLP, an 
independent registered public accounting firm, is also responsible 
for auditing tie company's financial statements in accordance 
i (h te standards of the Public Company Accounting Q versight 
Board, and expressing an opinion as to whether the ■fiip'refal 
statements fairly present, in all material respects, the company's 
financial position, operating results, cash flows, and changes Ini 
shareholders equity. 


Management's Report on Internal 
Control Over Financial Reporting 

It is also management's responsibility to establish and Maintain 
adequate internal control over financial reporting, as such term i# 
defined by the US. Securities and Exchange Commission U refer 
the supervision' and with the participation of management, 
jpotidiBg the chief executive officer and chief financial officer, the 
company conducted an assessment of the effectiveness of its 
(Hemal control over financial reporting based on the framework 
set pith in Internal Control — Integrated Framework issued by the 
Committee of Sponsoring Organizations of the Triadway 
Commission (CO SO) Tip company's internal control over finare 
Ml reporting is a process designed to provide reasonable assur¬ 
ance regarding the reliability of the company’s financial reporting 
and the preparation of Inahcfalf statements for external purposes 
in accordance with generally accepted accounting principles. 

Based on the company's evaluation under the CO SO frame¬ 
work, Anheuser-Busch management concluded -that the 
company's internal control over fltaafictsil reporting was effective 
as of December 31,2006 The company's internal control over 
financial reporting, and management's assessment of the effec¬ 
tiveness of the company's internal control over financial 
reporting as of December 31,2006, have both been audited by 
PricewaterhouseCoopers LLP, as stated in its report. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Shareholders and Board of Directors 
of AnheusenBuseh Companies, Inc. 

We have completed integrated audits of AoheosenBuscti 
Corhpanies, Inc.'s consolidated financial statements 3nd of its 
pgBtgf control over finambfel reporting as of December 31, 

2006 in acc&rdance with the standards of the 'PuMc^mpany 
Accounting 0 versigh t B o ard {U 1 iffed States) 0uropimoins 
based on on .audits, are presented below. 

Consolidated Financial Statements 

In otir opinion, the accompanying consolidated balance sheets 
and the related consolidated statements of income, changes in 
shareholders equity and cash flows present fairly, in all material 
respects, the financial position of Anheuser-Busch Companies, Inc. 
and its subsidiariesifthe"Company") at December 31,2006 and 
2005. and the results of their operations pf their rash flows for 
each of the three years if.the period ended December 31,2006 in 
conformity with accounting principles generally accepted ifi-fte 
United States of Ameriea.These financial statements are the. 
responsibility of.lfcCompany's management. Q ur responsibility is 
to express an opiniom ®h these financial statements based on our 
audits.W e Conducted our audits of these statements in accor¬ 
dance with the standards of ttif Public Company AceififttSff 
O versight Board {United States).Those standards require that we 
plan and perform the audit to obtain reasonable assurance about 
whether the iaascial statements are free of material misstate¬ 
ment. An audit of financial statements includes examining, on a test 
basis, evidence supporting:the amounts and disclosures in the 
financial statements, assessing the attounting principles used and 
significant estimates made by management, and evaluating the 
overallfaaticial statement presentation.We believe that our audits 
provide a reasonable basis for our opinion. 

As discussed in l\l otes 5 and 6 to the consolidated financial state¬ 
ments, respectively, the Company adopted Statement of Fitol|^|l|i 
Accounting Saidard N o. 158, Employer's Accounting for Defined 
Benefit Pension and Other Postretirement Plans, and Statemiftt of 
Financial 1 Accounting Standard N o, 123(R), Share-Based Payment. 

Internal Control Over Financial 
Reporting 

Ate, in sir opinion, management's assessment, included in the 
accompanying M anagemfjjt's Report on Internal 1 Control O ver 
jFinancid! Reporting,thattheCompany maiSained effective internal 
control over financial reporting as of D ecember 31,2006 based on 
rtterfs established in Internal Control - Integrated Framework 
issued! by the Committee of Sponsoring O rganeations of the 
Treadway Commission! (CO SO), is fairly stated, in all material - 
respects, based on those criteria Furthermore, in our opinion,tie 


C ompany maintained, in all material respects, effective internal 
COiFftpl over financial reporting as of December 31,2006, based on 
criteria established in Internal Control - Integrated Framework issued 
by the CO SO .The Co mpany's management is respOinSilp for mas-- 
taming effective internal control over financial reporting and for its 
assessmentEffectiveness of interna! control over financial 
reporting. O ur responsibility is to express opinions on manage¬ 
ment's assessment and on the effectiveness of the Company's 
internal!fptrol over financial reporting based on our audit.W e 
conducted our audit of mterwf control over financial reporting in 
accordance with the standards of the Public Company AcW.Wnting 
O versight Board {United States).Those standards require that we 
plan and perform! the audit to obtain reasonable assurance about 
whether effective internal control over financial reportigjf as main¬ 
tained in all material respeCts,An audit of internal control over 
financial Tip orting includes obtaining an understanding of internal 
control over financial reporting, evaluating management's assess¬ 
ment, testing and evaluating ^.design and operating effective¬ 
ness of infernal control, and performing such other procedures as 
we consider necessary in the circumstances. W e believe that out 
audit provides a reasonable basis for our opinions. 

A company’s internal c&rtmpil over financial reporting.s a process 
designed! to provide reasonable Spiiffice regarding the reliability 
of financial reporting and the preparation offinanddl statements 
for external purposes In accordance with generally accepted 
accounting principles A company's internal control over financial 
reporting Includes those poMesand procedures that (i) pertain 
to the maintenance of records that, in reasonable detail, accurately 
and fairly reflect the transactions and dispositions of tee .assets of 
the company; (iii| praylie reasonable assurance that transactions 
are (recorded as necessary to permit preparation of financial state¬ 
ments in accordance with generally accepted accwfj|mg princi¬ 
ples, and that receipts and expenditures of the company are being 
made only in accordance will authorizations of management anfl 
directors ofthe company,and (ii) provide reasonable assurance 
regarding prevention or timely detection of unauthorized acquisi¬ 
tion, use, or disposition of the company's assets that could have a 
material effect on the financial statements. 

Because of its inlifient limitations, internal control over financial 
reporting may not prevent or detect misstatements. A iso, projec¬ 
tions of any evaJtlfion of effectiveness to future periods are 
subject to fBfeicfnat^ eiy Q'Is-ilnaf become inadequate- 
because of changes in coftittBis, or that the degree of compli¬ 
ance with the policies or procedures may deteriorate. 



St Louis, MO 
February 28,2007 


42 


ANHEUSER-BUSCH COMPANIES, I 


CONSOLIDATED BALANCE SHEET 


Year Ended December 31 (in millions,except per Share) 

2006 

2005 

Assets 



Ctfficent Assets 



Cash 

$ 219.2 

$ 225,1 

AfiCfiKiis receisaijle. 

720.2 

681,4 

Inventories 

694.9 

654,5 

Other current assets 

195.2 

197,0 

Total prirrqpt assets 

1,829.5 

1,758.7 

Investments, in affiliated i|B 

3,680.3 

3,448.2 

Plant and equipment, net 

8,916.1 

9,041,6 

Intangible assets, including goodwill of $1,077.8 and $1,034.5, respectively 

1,367.2 

1,232,6 

0 tfier assets 

584.1 

1,073.9 

Total Assets 

$16,377.2 

$16,555.0 

Liabilities and Shareholders Equity 



Current Liabilities 



Accounts payable 

$ 1,426.3 

$ 1,249.5 

Accrued salaries, wages and benefits 

342.8 

250.9 

Accrued taxes 

133.9 

156.7 

Accrued interest 

124.2 

1.23.7 

Q ther current liabiltte 

218.9 

201.8 

Total torrent liabilities 

2,246.1 

1,982.6 

Retirement benefits 

1,191.5 

1,412.8 

Debt 

7,653.5 

7,872.1 

Deferred income taxes 

1,194.5 

1,345.9 

Gtfier fong-tera Isfeiiitfe 

152.9 

161,8- 

Shareholders Equity 



Common stock, $100 par value pothorized 16 billion shares 

1,473.7 

1,468.6 

Capital in excess of par value 

2,962.5 

2.685.9 

Retained earnings 

16,741.0 

15,698.0 

Treasury stock, at cost 

(16,007.7) 

(15,258.9) 

Atatmulated nonowner tihanges in shareholders eqajt# 

(1,230.8) 

(913.8) 

Total 1 Shareholders Eqiiity 

3,938.7 

3,679.8 

Commitments and contingencies 

- 

- 

Total Liabilities and Shareholders Epft|f 

$16,377.2 

$16,555.0 


The footnotes on pages 47 - 63 of this report are an integral component of the company's consolidated financial statements. 


ANHEUSER-BUSCH COMPANIES, I 


43 























CONSOLIDATED STATEMENT OF INCOME 


Year Ended December 31 (in millions,except per Share) 

2006 

2005 

2004 

Grass sales 

$ 17,957.8 

$17,253.5 

$17,1601 

Excise taxes 

(2,240.7) 

(2,217.8) 

(latfi.s) 

N et sales; 

15,717.1 

15,035.7 

14,9341 

Cost of ales 

(10,165.0) 

(9,6063) 

(9,020.0) 

Gf#» profit 

5,552.1 

5,429.4 

5,1141 

Marketing 1 , distribution and administrative expenses 

(2,832.5) 

(2,8375) 

(2,740.5) 

Litigation settlement 

- 

IMS 0) 

- 

Ogfratihftome 

2,719.6 

2,486.9 

3,173.7 

Interest expense 

(45L3) 

(454.5) 

(426.9) 

Interest capitalized 

17.6 

19.9 

11.9 

interest Income 

L8 

2.4 

4.7 

Other incimef(expense), net 

(10.8) 

2.7 

38.7 

Income before income taxes 

2,276.9 

2,057.4 

IJltl 

Provision for income taxes 

(900.5) 

(811.1) 

(1,097,5) 

Equity income, net of tax 

588.8 

498.1 

404.1 

N et income 

$ 1,965.2 

$ 1,744.4 

$ 2,118.7 

Basic earnings per share 

$ 2.55 

$ 2.24 

$ 2.65 

Diluted earnings per share 

$ 2.53 

$ 2.23 

$ 2.62 


The footnotes on pages 47 - 63 of this report are an integral component of the company's consolidated fnancial statements 
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CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS EQUITY 


Year Ended December 31 (in millions, except per Share) 

2006 

2005 

2004 

Common Stock, $1.00 Par Value 

SJj^nce, begifH!) of period 

$ 1,468.6 

$ 1,463.0 

$ 1,457.9 

Shares issued under stock p!ans 

5.1 

5J 

pi 

Balance, end of period 

$ 1,473.7 

$ 1,468.6: 

$ 1,463.0 

Capital in Excess of Par Value 

Balance beginning of period 

$ 2,685.9 

$ 2387.9 

$ 1,981.0 

Stock ct Mfftnsalde related 

138.2 

1341 

1873 

Shares issued under stock plans 

138.4 

163,9 

145.6 

Sfupo Modelo capital transaction 

- 

- 

74,0: 

'Manse, end of period 

$ 2,962.5 

$ 2,685.9 

$ 2,387.9 

Retained Earnings 

fflinee, begilp® of period 

$ 15,698.0 

$ 14,754.4 

$ 13,404.2 

N et iwfte* 

1,965.2 

1,7444 

2,118,7 

Common dividends paid (per share 2006, $113,2005, $1.03; 2004, $.93) 

(87L6) 

{800,8} 

(742.8) 

D eferred inSfiie. tax adpstmett 

(50.6) 

- 

125.9) 

Shares issued under stock plans 

- 

- 

n 

Balance, end of period 

$ 16,741.0 

$ 15,698.0 

$ 14,7544 

Treasury Stock 

lllance, beginning of period 

$(15,258.9) 

$(14,638.5) 

$(12,939.0) 

Treasury stock acquire^,: 

(745.9) 

(6204) 

(1,699.5) 

Restricted stock cancellations 

(2.9) 

- 

- 

ialaice.end of period 

$(16,007.7) 

$(15,258.9) 

$(14,638.5) 

Accumulated Nonowner Changes in Shareholders Equity 

litance, beginning of period 

$ (913.8) 

$ (988.9) 

$ (8903) 

Foreign currency translation gains/(losses) 

(70.2) 

184.5 

102.9 

Deferred hedging gains/(losses) 

4.5 

(11) 

(611) 

D eferred securities vatuatii* fains/flosses) 

LO 

(95,6) 

(76.4) 

D eferred retirement benefits costs 

(252.3) 

(12.7) 

(64.0) 

Tpifelchanges, net of deferred income taxes 

(317.0) 

75.1. 

(98.6) 

fiilice, end of .period 

$ (1,230.8) 

$ (913.8) 

$ (988.9) 

ESOP Debt Guarantee 

fifinee, begiftfs® of period 

$ 

$ 

$ (463) 

Annual! debt service 

- 

- 

463 

Sillnce.end of period 

$ 

$ 

$ 

Total Shareholders Equity 

$ 3,938.7 

$ 3,679.8 

$ 2,977.9 

Net Income and Nonowner Changes in Shareholders Equity 

N et incofif: 

$ 1,965.2 

$ 1,744.4 

$ 2,118.7 

Total nonowner changes in shareholders equity, net of deferred income taxes 

(317.0) 

75.1 

(98.6) 

Combined N et Income and Sonowner Changes in Shareholders Hpty 

$ 1,648.2 

$ 1.819.5 

$ 2,0201 


The footnotes on pages 47 - 63 of this report are an integral component of the company's consolidated financial statements. 


ANHEUSER-BUSCH COMPANIES, I 


45 



























CONSOLIDATED STATEMENT OF CASH FLOWS 


Year Ended December 31 (in millions) 

2006 

2005 

2004 

Cash Flow from Operating Activities 

itetlftwas 

Adjustments to reconcile net fflcsme to cash provided by operating activities; 

$ 1,965.2 

$ 1,744,4 

$ 2,118.7 

ifliepeattta and amo-rtiiatiofl 

988.7 


932,7 

Stock compensation expense 

122.9 

134.1 

187,3 

lncrease/(Decrease) in deferred iipjfne taxes 

(45.8) 

(39,1) 

121.4 

Gaia ^S'safe off business 

— 

(15.4) 

(13.4) 

*4,%ridtetributed earnings of affiliated companies 

(341.8) 

f28|Jf 

(2251) 

•Other, net 

(168.6) 

136.6 

(25,0) 

'Operating: cash low before change in worinf: capital 

2,520.6 

2,651,6 

3,096,6 

(lncrease)/Decrease in working capital 

188.8 

543 

(181.6) 

Cash provided by operating, activities 

2,709.4 

2,701.9 

2,115.0 

Cash Flow from Investing Activities 




Capital expenditure# 

(812.5) 

(1,136.7) 

(1,089.6) 

N ew business acquisitions 

(10LO) 

- 

1727.9) 

Proceeds from sale of business 

— 

413 

302.5 

Cash used for investing activities 

(913.5) 

(1.088.4) 

(1,515.0) 

Cash Flow from Financing Activities 




Increase in 

334.8 

100.0 

1,443.8 

, decrease in debt 

(663.3) 

.(45611 

(510.6) 

I* '©ividends paid to shareholders 

(87L6) 

(800:1) 

(742.8) 

Acquisition of treasury stock 

(745.9) 

(620.4) 

(1,699,5) 

Shares issued under stock plans 

143.5 

161.4 

146.1 

Cash used for ituananf activities 

(1,802.5) 

(1,615,8) 

(1,363.0) 

N et increase in cash during the year 

(6.6) 

(2.3) 

37,0 

C ash, beginning of year 

225.8 

228.1 

191,1 

Cash, end of year 

$ 219.2 

$ 225.8 

$ 228.1 


The footnotes on pages 47 - 63 of this report are an integral component of the n ¥ M Tj 1 


46 


ANHEUSER-BUSCH COMPANIES, I 














NOTESTO CONSOLIDATED FINANCIAL STATEMENTS 


1. Summary of Significant Accounting 
Policies 

ACCOUNTING PRINCIPLES AND POLICIES 

This summary of the significant accounting principles and policies 
of Anheusar-BuidhCompanies, Inc., and |ts subsidiaries is 
provided to assist in evaluating life company's consolidated frtafr 
ctel statements.!hese principles and policies conform to U.S. 
generally accepted accounting p|pSpies The company is* * 
required to make certain estimates in preparing the frandal 
statements that impact the reported amounts of certain assets, 
liabilities, revenues and expenses All estimates are based on the 
company's best information at the time and are in conformity 
with O.S. generally accepted accounting principles.Actual results 
could differ from the estimates, and any such differences are 
fecognized whesrMcjOTed, 

PRINCIPLES OF CONSOLIDATION 

The consolidated financial statements include the company and 
all its stibsidiariesjhe company consolidates all majority-owas! 
and controlled subsidiaries, uses the equity method of 
accounting for investments ft Which the company is able to 
exerase signifiedjnfiuence and uses the cost method for HI I 
other equity investments All significant Intercompany transac¬ 
tions are eliminated M in&rity interests in tie company's consoli¬ 
dated C Una subsidiaries are not material 

REVENUE RECOGNITION 

The company's revenue recognlfipf practices comply with 
Securities and Exchange Commission (SEC) Staff Accounting 
iBulBii N o. 101,"Revenue Recognitiorfin financial Statements" 
fie company recognizes revenue only when legal ti§i transfers 
or services'have been rendered to anaffiliated customers. For 
malt beverages shipped domestically to independent wholesalers; 
title transfers tip shipment of product from thft company's brew¬ 
eries, For company-owned beer wholesalers title transfers when 
products are delivered to retail customers.The company does 
not recognize any revenue when independent wholesalers sell 
the company's products to retail customers. For international 
beer and packaging operations,transfers o-n customer 
receipt Entertainment operations recognize revenue whef 
customers actually visitja park location, rather than when: 
advance or season tickets are sold 

TRADE ACCOUNTS RECEIVABLE 

Trade accounts receivable are reported at net realizable value. 
Ipte value includes aft allowance for estimated uncollectible 
receivables, fe charged to the provision for doubtful 
accounts. Estimated uncollectible receivables are based on the 


amgyil and status of past-due accounts, contractual terms of tfie 
receivables and tie company's hiSofy of iftpieetible accounts. 

FOREIGN CURRENCY 

Financial statements of foreign subsidiaries where the bat 
currency is the Iftttienal currency are translated into y 5. dollars 
using period-end exchange rates for assets and liabilities and 
average exchange rates during the period for revenues and 
expenses. Cumillflve translation adjustments associated with net; 
assets are reported in nohow ner changes in equity and are not 
recognized in the income statement jM the investment is sold. 

Exchange rate gains or losses related to foreign currency trans¬ 
actions are recognized in the income statement as irKifred, in 
|ii same financial statement caption as the underlying transac¬ 
ts, and are not materia! for any year shown. 

TAXES COLLECTED FROM CUSTOMERS 

Taxes collected from customers and remitted to tax authorities 
are state and federal excise taxes on beer shipments and local' and 
state sales taxes on attendance, food service and merchandise 
transactions at the Company's theme parks Excise taxes are shown 
in a separate line item in the consolidated income statement as 
reduction of gross sales. Sales taxes collected from customers are 
recognized as a liability, with the IlSbity subsequently reduced 
w heft the taxes are remitted ti the tax authority. Entertainment 
operations collected from customers and remitted to tax iifiipk 
ties total sales taxes of $62 8 tfilllpft, $56.4 million, and $52 5 
rollon, respectively, ift 2006,2005 and 2004. 

DELIVERY COSTS 

In accocdlnce wftfe EITF 00-10,"Accousftti^ for Shipping and 
Handling Fees and Costs," the company repilttpass-througi 
freight costs on beer shipped to independent beer wholesalers 
in cost of sales. Reimbursements of these costs by wholesalers 
are reported in sales. 

Costs incurred by company-owned beer wholesalers to deliver 
beer to retail customers are included in marketing I "j 
and administrative expenses.These costs are considered 
marketing related because in addition to product delivery, 
drivers provide substantial marketing and other customer 
service function®*© retailers including pfflusst display, shelf 
space management, distribution of promotional materials, 
draught line cleaning and product rotation. Delivery costs 
associated with company-owned beer wholesalers;totaled 
$274.1 million, $277.5 million and $266.6 million, respectively 
in 2006,2005 and 2004. 
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ADVERTISING AND PROMOTIONAL COSTS 

Advertising production costs are deferred and expensed the first 
time the advertisement is shown Advertising media costs are 
expensed as incurred Advertising costs are rfCipbed in 
marketing, ditSMbiltjon and administrative expenses and totaled 
$771,2 million in 2006, $849.8 million m 2005 and $806.7 millioii 
in 2004. Sales promotion costs are recognized as a reduction of 
net sales when ificorred, and totaled $675.3 mill|ft|i)n 2006, 
$716.7 million in 2005 and $535.7 million in 2004. 

FINANCIAL DERIVATIVES 

Airtieyser-Busch uses financial derivatives to mitigate;tlf 
company’s exposure to volatility in commodity prices, interest 
rates, and foreip currency exchange rates The company hedges 
only exposures in the ordinary course of business and company 
policy prohibits holding or trading derivatives for profit. 

f|f company acco-UifltS'for its derivatives! accordance with FAS 
N o. 133,"Accounting for Dadvafive Instruments and Hedging 
Activity," walf|f®giBires all derivatives to be carried on the 
balance sheet at fair value and meet certain documentary and 
analytical requirements to qualify for ledge accounting treat* 
Bint. H edge acaunting creates the potential for an Income 
statement match between the changes in fair values of deriva¬ 
tives and the changes in ast or values of the associated under¬ 
lying transactlo«s, generally in cost of sales for Anheuser-Busch 
By policy, derivatives held by the company must be designated as 
hedges of specific exposures at inception an expectation! 
that changes in the fair value will essentially offset the change in 
cost or value for the underlying exposure All of the company's 
derivatives qualify for hedge accQUintinf under FAS 133. 
'Liquidation of derivative positions is required whenever : T 
subsequently determined that ah underlying trassae®^ will if® 1 ? 
•■Occur, w ith the gains or Josses recognized in the income state¬ 
ment on liquidation The fair values of derivatives are determined 
froB'fnarket observation or dealer quotation Commodities 
derivatives outstanding at December 31,2006, al lave irtiill 
terms of three years or less and the associated underlying trans¬ 
actions are expected to Occur within that timeframe 

O p . iJ premiums paid to counterparties are initially r$co rded as 
assets and subsequently adjusted to fair value each period, with 
the effective portion of the claigi is .fair value reported lit 
noflownetr fudges in equity until the underlying transaction 
occurs Amounts due from counterparties (unrealized hedge 
gains) or owed to counterparties (unrealized hedge losses) are 
Included in current assets afcf current: liabilities, respectively. 

See N ote 3 for additional Information on underlying hedge cate¬ 
gories, n&fcqnal and fair values of derivatives, types and daffilfica* 
lions of derivatives used, and gains and losses from hedging activity. 


INCOMETAXES 

The provision for income taxes is based fftfli income and 
expense amouints reported in the consolidated statement of 
i|pme. Deferred income taxes are recognized for the effect of 
temporary differences between financial reporting ahdtax lug 
in accordance with the requirements of FAS N o. 109, 
“Ad^i|^ig for Incoma Taxes." See N ote 7 for addifiipl infor¬ 
mation! on the company's provision for income taxes, defirrfi 
«®me tax assets and liabilities, and effective tax rate. 

In July 2006, the Financial Accounting Standards Board issued 
FASB Interpretation N o 48,"AcAn8ng for Uncertainty# 

In co me Taxes "The Interpretation requires that realization of an 
pcartali income tax position must If fitimated as "more likely 
than not" (i e, greater than 50% likelihood of receiving a 
beneft) before It cplbe recognized in the financial statements 
Furtherjbe Interpretation requires the recognition of tax bene¬ 
fits recorded in the Jinandai statements to be based on the 
amiduift'.iiO'St likely to be realized assuming a review by tax 
authorities having all relevant information The Interpretation 
also clarifies the financial statement classification of tax-related 
penalties and interest and sets forth new disclosures regarding 
q#recofiBid tax bih : ifts.Ajlheuser-Busch will adopt the 
Interpretation when required in the first quarter 2007.The 
company expects minimal impact from adoption oftfsfeT *‘ t _ 
Interpretation, 

RESEARCH AND DEVELOPMENT COSTS AND 
START-UP COSTS 

Research and development costs and plant start-up costs are 
expensed as incurred, and are not material for any year 
presented, 

CASH 

Cash includes cash in banks, demand deposits, and investments 
in ihort-term marketable securities w ith original maturities of 
90 daysir’IiiL 

INVENTORIES 

Inventories are valued at the lower of cost or martet.The 
company uses the last-in, first^out method (LIFO) vitiation 
approach to determine cost primarily fof domestic production 
.inventories, and uses average cost valuation*primarily for inter¬ 
national production and retail merchandise inventories. LIFO 
was used for 68% and 72% of total inventories at D ecember 31, 
2006 and 2005, respectively Had.jthe average cost method been 
used for alt inventories as of December 31,20001 and 2005, mk 
value of total inventories would have been $137.9 million and 
$126.6 million higher, respectively, 
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Following are tbi components of the company's ifiveBtofies as of 
December 31 (in mJloms). 



2006 

2005 

Raw materials and supplies 

$385.6 

$ 386.9 

Work in process 

110.8 

93.5 

Finished goods 

198.5 

174.1 

Total inventories 

$694.9 

$ 654.5 


INTANGIBLE ASSETS 

Anheuser-Busch's intangible assets consist of trademarks, beer 
distribution rights, and goodwill Trademarks and beer distrib^fea 
rights miling: criteria for separate recognition as specified by 
FAS 142, "Goodwill and Other Intangible Assets," are recognized 
in diftliict asset tgtegories.Trademarks include purchased trade¬ 
marks, brand names, logos, slogans, or other recogneabii 
symbols associated with the company's pro ducts. Trademarks are 
not amortized because they have indefinite lives Domestic beer 
distribution rights are associated with company-owned beer 
wholesale operations and represent the exclusive legal right tb 
sell the company's products am defined geographic areas The 
carrying values of these rights have indefinite lives and are not 
amortized primarily due to the company’s liitfiiit to operate 1 
wholisalirsbipslt perpetuity and 1 the Ives not being, contractu¬ 
ally or statutorily limited International distribution rights relate 
to operations In the United Kingdom 1 and China and are being 
amortized over their respective useful IivesTite company’s distri¬ 
bution: fights in .flit: U nited Kingdom are contractually limited to 
32 years and expire in 2029 D istribution rights in Cfitia are 
being amortized over sivin years, through 2011, based on inde¬ 
pendent valuation appraisal and normal practice in China The 
company analyzes its trademarks and product distribution rights 
for potential impairment annually, based on projected future cash 
flows and observation of independent beer wholesaler exchange 
tiansactJtsfe 

The company recognizes the excess of the cost of acquired buSEifi 
nesses over the far value of the net assets purchased as good¬ 
will. Goodwill related to consolidated businesses is included in 
intangible assets on the balance sheet while goodwill assocjatid 
With the Company's equity investments (primarily GrupQ 1 
Modelo)|s included in investments in affiliated companies. 
Goodwill is lot amortized to earnings, but instead is reviewed 
for impdiwetit'at least annually,fith ongoing recoverability 
based on applicable operating unit performance, consideration of 
significant events or changes in the overall business environment 
and comparable market transactions ""he impairment analysis for 
consolidated goodwill is performed at the reportingi® level 
; insifig a two-step process The first step is a comparison of the 
fair value of the business, determined using future cash flow 
analysis and/or comparable market transactions, to its recorded 
amount on the balance .$ieet. If the recorded amount exceeds the 
foipyaiue, the second' Step quantifies any impairment write-down 


by comparing the purest implied valfli of goodwill t® the 
recorded goodwill balance.A review of goodwill completed 
|ii fhe fourth quarter of 2006 found no impairment. Goodwill 
related to equity investments is tested for impairment if events 
Of circumstances indicate the entire investment could be 
Istpiffd, Recoverability testing for equity investment goodw|yT 
E based on a combination of future cash flow analysis and 
consideration of pertinent business and economic factors 
See N ote 4 for additional information on changes in the 
balances of intangible assets 

COMPUTER SYSTEMS DEVELOPMENT COSTS 

The company capitalizes computer systems development costs 
#>gt meet established criteria, and amortizes those,costs to 
expense on a straight-line basis over five years Computer 
systems development cpsls not meeting the proper eri|ipc*. 
for capitalization, including systems reengineering costs, are 
expensed as incurred 

PLANT AND EQUIPMENT 

Fixed assets are carried at original cost less accumulated depre¬ 
ciation, andjp'^lude expenditures for new facilities as well as 
expendltuies that increase the useful lives of existing facilities 
The cost of routine maintenance, repairs, and minor renewals is 
expensed as incurred DeprectaSdn expense fe recognized using 
the straight-line method, based on the foUbiring weighted-average 
useful lives: buildings, 25 years, production machinery and equip¬ 
ment, 15 years;furniture and fixtures, 10 years, computer equip¬ 
ment, 3 years W hen fixed assets are retired or sold, the book 
value is eliminated and any gain or loss on disposition is recog¬ 
nized Id cost of sales,The components of plant and equipment 
as of D ecember 31 are summarized below (irv millions). 



2006 

2005 

Land 

$ 297.7 

$ 282.5 

Buildings 

5,123.6 

4,970.4 

M achinery and equipment 

12,919.8 

12,552.9 

Construction in progress 

369.5 

403.1 

Plant and equipment, at cost 

18,710.6 

18,218.9 

Accumulated depfttiStiQh 

(9,794.5) 

( 9,117.3) 

Plant and equipment, net 

$ 8,916.1 

$ 9,041.6 


VALUATION OF SECURITIES 

For investments accounted for under the cot;basis, Anheuser- 
Busch applies FAS 115, "Accounting for Certain lnvestmefit in 
Debt and Equity Securities*' Older FAS 115, the company classi¬ 
fies its investments as "available for sale" and adjusts the carrying 
values of thisi.securities to fair market value each period. 
Market valuation gains or losses are deferred in nonowner 
changes in shareholders equity and are slit recognized in the 
income statement until the investment is sold.The ©tily invest¬ 
ment curperiitly accounted for under FAS 115 is an immaterial; 
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investment im the common stock of Kirin Brewing Company, Ltd. 
of Japan. In 2005 and 2004, deferred market valuations also 
ftifuded noncash changes in the value of converfiblt debt 
issued to the company by its strategic partner m C feina, 

Tsingtao Brewery. See N ote 2 for a complete discussiof of 
the company's investment In Tsingtao. 

ISSUANCE OF STOCK BY EQUITY INVESTEES 

The company has elected to treat issuances of cepurchases of 
common stock by equity investees as equity transactions per 
SEC Staff Accounting Bulletin No. 52, and therefore recognizes 
no gain or loss when.shares are issued or repurchased. 

2. International Equity Investments 

GRUPO MODELO 

Anheuser-Busch owns a 3512% direct interest in Grupo 
M odelo, S.A.B. de C .V. (Morfiff, M exico's largest brewer and 
producer of the Corona brand, and a 23.25% direct interest 
in M odelo's operating subsidiary D iblo, S.A. de £ .V. (D iblo). 

The company's direct investments in Modelo and Ditto give 
Anheuser-Busch an effective (direct and indirect) 50.2% equity 
interest in Dtbte,Anheuser-Busch holds nine of 19 positions on 
Modelo's board of directors (wilhtthenControllingSIfflholders 
Trust holding the other 10 positions) and also has membership 
the audit committee.Anheuser-Busch does not have voting 
or other effective control of either D iblo or M odelo and conse- 
qiftiily accounts for its investments using the equity method 
The total cost of the company's investments was $1.6 billion. 

The carrying amfioitt of the M odelo investment was $3,362.7 
^fpon and $3,148.3 Ulltm, respectively, at December 31,2006 and 
2005. Included in the carrying amounts of the M odelo investment is 
goodwill of $536 6 million and $558 0 triton, respectively Changes 
in goodwill during 2006 and 2005 are primarily due to changes 
in exchange rates between the US. dollar and Mexican peso. 

Dividends received from Grupo Modelo in 2006 totaled 
$240.0 million, compared to $203.6 million nn 2005 and 
$170,2 million in 2004. D ividends are paid based on a free- 
cash-flow distribution formula in accordance with the. 

Investment Agreement between the companies and are 
recorded as a reduction in tie tarrying value offSScompany's 
investment. Cumulative uftremutted 1 earnungs of Grupo Modelo 
totaled $1,901.5 million at December 31,2006. 

In the third quarter 2004, M odelo received a $251.0 million 
capital infusion into certain subsidiaries in exchange for equity in 
those subsidiaries. Anheuser-Busch recognized its after-tax share 
of the capital infusion as an equity transaction and reported an 
$85.4 million increase in its Grupo Mo dele investment and a 
$74.0 million increase in capital in excess of par «||lie, net of 
deferred income taxes of $114 million. 


SummafylMnriat informitfenfor Grupo Modelo as of and for 
the three years ended December 31 is presented in the 
following table 0* millions).The amounts represent 100% of 
Grup# M odeJo’s consolidated operating results and financial 
position based onU.S. generally accepted accounting principles 
on a one-montti teg basis, and include the impact of Anheuser- 
Busch’s purchase accounting adjustments 



2006 

2005 

2004 

Cash and marketable securities 

$ 2 , 094.0 

$ 1.640.5 

$ 1,419.6 

0 ther current assets 

$ 1 , 017.6 

$ 9333 

$ 719.4 

N omeurrent assets 

$ 4 , 538.5 

$ 4.592.8 

$ 4,0413 

Current liaidjite? 

$ 524.7 

$ 4ff£ 1 

$ 406.0 

S oncurrent totalities 

$ 345.9 

$ 411.3 

$ 356.9 

Gross sales 

$ 5 , 460.2 

$ 4,734.1 

$ 4220-8 

N et sales 

$ 5 , 072.1 

$ 4,399.0 

$ 3,862.6 

Gross, profit 

$ 2 , 643.9 

$ 2,315.1 

$ 2,092.3 

Minority interest 

$ 1.5 

$ 1,3 

$ 3.5 

N et mediae 

$ 1 , 141.1 

$ 966.8 

$ BUI 


TSINGTAO 

'iince 2003,Anheuser-Busch has participated in a strategic 
alliance-'withSngtao Brewery Company, Ltd, the largest brewer 
IjilChina and producer of thelsngtao brand Through March 
2005, the company had invested $211 million in Tsingtao, in the 
form of a 9.9% equity stake in Tsingtao comrps'n shares and two 
convertible bonda-flhe 9 9% equity interest wasfe&unted for 
under the cost method through April 2005 when the company 
converted its bonds into Tsingtao Series H common shares.The 
bond conversion increased Anheuser-Busch's economfcowner- 
ship in Tsingtao -from 9.9% to 27%,a»| its voting stake from, 

9.9% to 20% Local government aAtfoprfttl®Jiold the proxy 
voting rights for-the 7% difference between the company's 
voting and ecoapifpic stakes.The increased economic stake 
Allowed Anheuser-Busch to nominate an additional'director, 
giving the-company two of 11 board seats and representation 
on related committees. Because of the increased share and 
voting ownership and board representation, Anheuser-Busch 
believes it has the ability to exercise significant influence and 
therefore began applying the equity method of accounting for 
Tsingtao is May 2005, on a one-month lag basis, 

In the fourth quarter 2003, the company loaned Tsingtao 
$15 million for llarM of five years at ah amnia) 1 interest rate 
of l%,The loan provided Tsingtao with funding to reacquire 
miin«dinitfi||erests in three of its brewery subsidiaries. 

The carrying values of the company'sTsingtao iWIStiiilt were 
$241.9 gHon and $224.8 million, respectively, at December 31, 
2006 and 2005. Dividends received frorojapgtao totaled $7,0 
miliigt in 2006 .and? $6.5 miliioi in 2005. 
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3. Derivatives and Other Financial 
Instruments 

DERIVATIVES 

tinder FAS 133, derivatives are classified as fair vdlue, cash 
flow or fgfiinvestment hedges (foreign currtftcy denominated), 
depending on the nature of the underlying exposure,The 
company's interest rate hedges are fair value hedges, while 
Commodity cost hedges and most foreign currency denominated 
hedges are classified as cash flow hedges. Hedged commodity' 
exposures are short, meaning the company must acquire 
additional quantities to meet its operating needs, and indlafe 
aluminum, rice, corn and natural gas.Anhftyser-Buseh's primary 
foreign currency exposures result from transactions and invest¬ 
ments denominated in Mexican pesos, Chinese renminbi, 
Canadiaft do liars, Irltiil pounds sterling, and eoros.These 
exposures are lo«®, meaning the company has or generates 
surplus Bgititles of these currencies 

Fair value hedges are accounted for by recognizing the changes 
in fair values for both the derivative and-the underlying hedged 
exposure in earnings each period. For cash flow hedges, the 
portion of the derivative gain orlosS-ihat ©effective in offset¬ 
ting the change in cost or value of the underlying exposure f| 
deferred in nonowner changes in shareholders equity, and later 
reclassified fra earnings to match the impact oftSf. underlying 
transaction when it occurs. N et investment hedges are 
accounted for in the foreign currency translation account in 
nonowner changes in shareholders equity. Regardless of classifi¬ 
cation. a 100% effective hedge will result in ter# net earnings 
impact while the derivative is outstanding.To the extent that any 
hedge is ineffective at offsetting cost or value changes hSfe 
ihderlying exposure, there could be a net earnings impact. 

Gains aft# losses from! the ineffective portion of any hedge are 
recognized in the income statement immediately. 

Following are thiuBOtional transaction amounts and fair values 
for the company's outstanding derivatives it December 31 (in 
millions, with brackets indicating a deferred loss position). 
Because the company hedges only with derivatives that have 
high correlation wit|t|e underlying transaction poster value, 
changes in derivatives fair values and the underlying cost, are 
expected to largely offset. 



2006 

2005 


Notional 

Amount 

Fair 

Value 

Notional 

Amount 

Fair 

Value 

Foreign currency 

Forwards 

$ 115.3 

$ 2.7 

$1152 

$(2.1) 

Options 

306.5 

4.4 

2772 

7.6 

Total foreign currency 

421.8 

7.1 

392.4 

5.5 

Intirest rate 

Swaps 

100.0 

( L3 ) 

sit 

EBM 

Commodity pjfce 

Swaps 

22.2 

( 4 . 1 ) 

212 

(3.8) 

Futures and forwards 

111.9 

8.4 

82# 

(19) 

Total cpiBWdity price 

134.1 

4.3 

10S2 

(5.7) 

lltal outstanding derivatives 

$ 655.9 

$ 10.1 

$750.6 

$ - 


The table below shows derivatives gains and losses deferred in ; 
nonowner changes in shareholders equity as of December 31, 
2006,2005 and 2004 (in ®ilfons}Jbe aff#t*its shown for 2005 
and 2004 were subsequently recognized in earnings as the 
hedged transactions took, place, mo^ly latte next year.T he 
gains and losses deferred as of December 31,2006 are generally 
expected to be recognized in 2007 as the underlying triSSlc- 
.fiofspccw. H owever, the amounts dteiately recognized may 
differ, favorably or unfavorably, frafi those shown because some 
of the company's derivative positions are not yet settled and 
therefore remain subject, to ongoing market price fluctuations 
'Included in tie. figures below are deferred option premium, 
costs of $3 1 million, $4.4 miltlih and $6,5 million .at tie end of 
2006,2005 aid 2004, respectively. 



2006 

2005 

2004 

Deferred gains 

$ 9.2 

$2.6 

$2.8 

Deferred losses 

( 5 . 9 ) 

(6.4) 

(4.9) 

N et deferred gains/(losses) 

$ 3.3 

$(3.8) 

$(2,« 
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Following are derivative gains and tosses recognized in earnings 
c 3uJ:ng the years shown As noted, effective gates and losses had 
been deferred over the life of the transaction and recognized 
simultaneously with the impact of price changes li the under¬ 
lying traisactfofst'fie ineffective gams and fosses were recog¬ 
nized immediately when it was evident they did sot precisely 
offset price changes in the. underlying transactions The ineffec¬ 
tive gain for 2004 inittdes $19.5 million reported in other 
income related to the sale of commodity hedges that had been 
in place for future years.Ths ledges were originally placed 
using cost estimates which were subsequently lowered during 
contract renewal negotiations, resulting in sigsflfcbift hedge 
ineffectiveness ihkaccordance.rtfh FAS 133. 



2006 

2005 

2004 

Effective gains 




Cashflow hedges 

$ L5 

$20.1 

$ 65.7 

Fair value hedges 

5.6 

(0,5) 

- 

Total effective gains 

7.1 

20.6 

65.7 

Effective losses 




Cashflow hedges 

(34.0) 

» 

(15.3) 

Fair value hedges 

(24.8) 

Ml 

(13.6) 

Total effective losses 

(58.8) 

(14.1) 

SIS) 

N et effective gaims/(losses) 

$(5L7) 

$ 6.5 

$ 36.8 

N et ineffective pins 

$ 2.2 

$ 02 

$ 26,5 


CONCENTRATION OF CREDIT RISK 

The company does not have a material concentraiion of credit 
risk. 

NONDERIVATIVE FINANCIAL INSTRUMENTS 

N ond§rivgfive financial instruments included t) the balance 
sheet are cash, accounts receivable, accounts payable and long¬ 
term debt Accounts receivable include allowances for doubtful 
acctugts of $17,6 million and $15.3 million, at December 31, 
2006 and 2005, respectively The far value of long-term debt, 
excluding commercial paper, and estimated based on future 
cash flows dte®unted at interest rates currently available to 
the company for debt with similar maturities and characteristics, 
was $7.7 billion and $8.3 billion at December 31,2006 and 
2005, respectively 


4. Intangible Assets 

fie following table shows the activty in goodwill, beer 4M|flf : 
tion rigffg and trademarks duriifilptthree years ended 
December 31 (in millions) International beer distribution rights 
have a cqiiibined gross cost of $57.1 million and a remaining 
unamortized balance of $40,0 iriflen at December 31,2006. 
The company expects amortization expense of approximately 
$5 million per year related to international distribution rights 
overttteilxt five years. 


Trademarks 

Goodwill 

Beer 

Distribution 

Ri^its 

Balance at Dec. 31,2003 

Domestic beer wholesaler 
acquisition 

Disposition of domestic beer 
wholesaler eipis? Bveiment 
Harbin acquisition 

CCU disposition 

Amortization of international 
distribution rights 

Fqrekp currency translation 

$ - 

■_ 

$ 989.9 

21.2 

613.8 

(126.0) 

103 

$2213 

1:0.6 

W,ll 

15.4 

Aft 

15 

Balance at Dec. 31,2001 

44.4 

1,509.2 

2063 

Domestic beer wholesaler 

disposition 

- 

- 

(5.6) 

‘ iSio^utu, domestic beer 

wholesaler equity investment 

- 


£203} 

Tsingtao investment 

97.9 

— 

is 

Jlftbin purchase accounting 

adjustments 

— 

343 

— 

Amortization of international 

distribution rights 

— 

— 

(4,?i 

Foreigi currency translation 

3.5 

49.0 

US 

Balance at Dec. 31,2005 

145.8 

1,592.1 

fap 

H'afbin minonty interest buyout 

_ 

20.5 

_ 

Acquisition o? Rolling Rock brands 

79.3 

— 

3.0 

Acquisition of G rolsch and T iger 

import rights 

— 

— 

9.2 

Domestic beer wholesaler equity 

investment 

— 

— 

27.8 

D isposition of domestic beer 

wholesaler etuiy investment 

— 

— 

(14.8) 

Amortization of international 

distribution rights 

— 

— 

(5.6) 

Foreign currency translation 

4.6 

1.4 

3.3 

Balance at Dec. 31,2006 

$ 229.7 

$1,614.4 

$208.5 


5. Retirement Benefits 

ADOPTION OF FAS 158 

In September 2006, the Financial.Accounting Standards Board 
issued FAS No 158 1 Employers' A cc^KfeiitlTig' for Defined Benefit 
Pension and Other Postt^firement Plans" FAS 158 focuses 
primarily on balance sheet reporting for the funded status of 
benefit plans and requires recognition of benefit labiitieflsf 
under-funded plans and benefit assets for over-funded plans, 
offsetting impacts to nonowner changes m shareholders equity. 
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The company adiffeti FAS 158 effective with the December 
31,2006 financial statements Anheuser-Busch is in a net under¬ 
funded position for its pension and retiree health are plans and' 
ias thereto re recognized incremental retirement benefit liabilities 
oh adoption Additionally the company has reclassified its 
pension liability Ircifn other long-term liabilities to retirement; 
benefits on the consolidated 1 balance sheet. 

'flu new rules will dfso require companies to 1 measure benefit 
plan assets antii liabilities as of the balance sheet date for Jsanclal 
reporting purposes, elirrfiaftng the alternative approach of tiling 
a measurement date up to 90 days prior to the balance sheet 
date.The-effective date for tfichanip is delayed until year-end 
2008.The company currently uses an October 1 measurement 
date and will adipjpt a December 31 measurement date in 2008 
as required Adopting the new measurement date will require 
a ohe-time adjustment to retained earnings per the transition 
guidance in FAS 158 N one of the changes prescribed by FAS 
158 will impact the cojnpsny’s results of operations or cask lows, 

PENSION BENEFITS 

The company sponsors pension plans for its emplepes. Met 
annual pension expense forsttgfe-employer defined benefit 
plans and total pensidf expense for the three years ended 
December 31 are presented in the following table (if Billons} 
Contributions to multiemployer plans inH@cfa the company and 
its subsidiaries participate are deterpfnbd m accordance with 
the provisions of negotiated labor contracts, based on employee 
hours or weeks worked Pension expense recognized for these 
plans equals cash contributions made by Anheuser-Busch 



2006 

2005 

2004 

Service cost (benefits earned 




during the year) 

Interest cost on projected benefit 

$ 102.7 

$ 94.2 

$ 86.6 

obligation 

170.0 

168.3 

1592 

ASUmed,return on plan assets 
Amortization of prior service cost 

(198.6) 

(194.9) 

(1892) 

and net actuarial losses 

112.8 

88.8 

62,0 

Single-employer defined benefit plans 

186.9 

156.4 

118,6 

Multiemployer plans 

16.2 

162 

16.8 

Defined contribution plans 

20.1 

19.1 

18.9 

Total pension expense 

$ 223.2 

$ 191.7 

$ 154.3 


The measurement date for the company's pension accounting 
is O ctober 1 The key actuarial assumptions used in determining 
the: annual pension expense and funded status for stifgle- 
employer defined benefit-plans for the three years ended 
December 31 follow. 



2006 

2005 

2004 

Annual expense 

Discount rate 

5.5% 

6.0% 

625% 

Longterm return on plan assets 

8.5% 

8.5% 

8.5% 

Rate of compensation growth 

4,0% 

425% 

425% 

listed status 

iitscfipt rate 

6.0% 

5.5% 

6.0% 

Rate of compensation growth 

4,0% 

4,Q% 

425% 


For informational purposes, following is a summary of the poten- 
till impact afl J007 annual pension expense of a hypothetic^ 1% 
change in actuarial assumplipif (in millioos). Brackets indicate 
annual pension expense would be reduced. M odification of these 
assumptions does not impact thftcompany's pension funding 
requirements. 


Assumption 

2006 Rate 

Impact of 
1% Increase 

Impact of 
1% Decrease 

Longterm return SMpsets 

8.5% 

$ (24.3) 

$ 243:. 

Discount rate 

5.5% 

$(472) 

$ 55.5 

Compensation growth rate 

4# 

$ 205 

$(181) 


Under FAS 158, pensjow assets or labilities are recognized for 
tie funded status of sin^e-employer pension plans, based on a 
comparison of the projected benefit obligation (PBO) to plan 
assets for each plan.The following tables present changes in tilt 
PBO, changes in the fair virtue of plan assets and the combined 
funded status for all single-employer defined benefit plans for 
1$j| two years ended December 31 (in millions). 



2006 

2005 

'Beginningprojected benefit obligation (PBO) 
Service cost 

Interest cost 

Plan amendments 

Actuarial toss/(gain) 

Foreign currency translation 

Benefits paid 

$3,189.9 

102.7 

170.0 

3.3 

(135.0) 

8.9 

(214.7) 

$2,894.8 

942 

168.3 

6.7 

205.8 

(6.6) 

(1725) 

Projected benefit obligation (PBO) at Oct. 1 

$3,125.1 

$3,189.9 



2006 

2005 

Fair value of plan assets, beginning of year 

Actual return on plan assets 

Employer contributions^; 

Foreign currency translation 

Benefits paid 

$2,314,7 

238.2 

236.3 
5.5 

(214,7) 

$2,18S:.|a 

282.4 

15.8 

{3:9) 

CII25) 

Fair value of plan assets at 0 CL 1 
ll—narier contributions 

2,580.0 

79.3 

2,309.9 

4.8 

Fair value of plan assets, end of year 

$2,659.3 

$2,314.7 

funded status - PBO- in excess of plan assets 

$ 465.8 

$ 8752 


ANHEUSER-BUSCH COMPANIES, I 


53 



























The following shows pension assets and liabilities reported oft 
the trainee sheet at December 31 2006.The PBO is the actu¬ 
arial net present value of all benefits related to employee serife# 
rendered to date, including assumptions of future annual 
compensation increases to the extent appropriate.The pejistS! 
asset is classified asinpincurrent on the balance sheet Q f the 
$466.8 milliiftilpi pension lability, $2.8 million Is classified as 
current, with the remainder classified as wncurrent. 


2006 

Plans, wijjiets in excess of PBO (pension asset) 

Plan assets 

$ 117.6 

PBO 

(116.6) 

Pension asset recognized 

$ 1.0 


2006 

Plans witfefio in excess of assets (pension liability) 

PBO 

$(3,008.5) 

Plan assets 

2,541.7 

Pensio o llilfly recognized 

$ (466.8) 


Following is information fit? the two years ended December 31 for 
those plans where the accumulated benefit obligation (ABO} for 
single-employer plans exceeds plan assets (in millions) The ABO 
is the actuarial present value of benefits for services rendered to 
date, wifi no consideration of future compensation increases 



2006 

2005 

Plans with ABO in excess of assets 

ABO 

$(2,748.9) 

$(2,890.9) 

Plan assets at ill 1 

2,54L7 

2,309.9 

ABO in excess of plan assets 

$ (207.2) 

$ (58lf§ 


The A BO for Ml plans totaled $2,865.5 at D ecember 31,2006 
and; $2,890,9 at December 31,2005. 


Following Is the prepaid pension asset for single-employer 
pension plans recognized as of December 31,2005 (is millions). 


2005 

Funded status - plan assets greater than/fless than) PBO 
Unrecognized net actuarial le® 

Unamortteed prior service cost 

$ (8755) 
1,1362 
131.1 

Prepaid pension asset 

$ 392.1 


Prior t®.#! adoption of FAS 158, recognition of an alternative 
minimum pension liability (offset in nonowner changes tn equity) 
was necessary whenever the ABO exceeded plan assets. 
Summarized in the following table are the cwftponents of the 
company's minimum panic* lability recognized for the year 
,#||ed December 31,2005 and the-'minimum pension liability at 
December 31,2006 prior to adoptipi pf FAS 158 (in millions). 



2006 

2005 

M lnifBHittpfision IMSSty - domestic plans 

M inlmum pension lllplty - equity investments 
Intangible asset - unrecognized prior service costs 

0 eferretf income taxes 

$(695.9) 

(15.7) 

108.3 

233.3 

$(968.4) 

(28,2) 

132.6 

334,3 

Deferred pensionCests, pre-FAS 158 

$(370.0) 

$(529.7) 

Following are deferred pension oo'$s which, have not yet been 
recognized in periodic pension expense but instead are accrued 
in nonowner changes in shareholders equity, as of December 31 
(in million?). Unrecognized actuarial losses represent changes in 
PBO over time, primarily due to changes in assumed 
discount rates. Unrecognized prior service cost it tie impact of 
changes in plSft benefits applied: retrospectively to employee 
service previously rendered. Deferred pension costs are amor¬ 
tized ;n|§; annual pension expense overfif,average remaining 
assumed service period for active employees, which was 
approximately ten years at the end of 2006. Actuarial losses and 
prior service costs expected to be amortized into net periodic 
pension expense in 2107 are $66 million and $19 million, 
respectively..Recording ttfle deferred costs has no impact oft 
annual pension expense or funding requirements. 


2006 

2005 

*fp|r service cost 

U nrecognized actuarial 2§s 

$(112.5) 

(872.8) 

$(131.1) 

(837.3) 

Pretax deferred, pension costs 

Deferred income taxes 

(985.3) 

39L2 

(968.4) 

334.3 

Deferred pension costs - domestic plans 

Intangible asset - umrecograzed prior service cost 
Deferred pension costs - equity investments 

(5941) 

(15.7) 

(634.1) 

132.6 

(282) 

N et pension costs deferred in nanowiner changes 
in shareholders equity 

$(609.8) 

$(529.7) 

The folio nog illustrates the impact on no-ftowner changes iff^s,; 
shareholders equity ot wrung ai deferred pension costs at 
December 31,2006, in accordance with FAS 158 (in millions) 

2006 

Before 

FAS158 FAS158 

Adjustments Adjustments 

Balance 

Reported in assets and liabilities 

Pension asset $ 519.6 

Pension §|§i|F $(695.9) 

$(518,6) 

$ 229.1 

$ lb 
$ (466.8) 

Reported in nonowner chanqes 
in shareholders equity 

Deferred pension costs 
(domestic and eq«i|i) $(711J) 

Intangible asset - unrecognized 
prior service cost 108.3 

D eferred jrac© me taxes 233.3 

$(289.4) 

(108.3) 

157.9 

$(1,001.0) 

3912 

N et deferred pension costs $(370.0) 

$(239.8) 

$ (609.8) 
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PENSION PLAN ASSETS 

Required funding fcr the edimpany's single-employer defined 
benefit pension plans is determined in accordance with guide¬ 
lines set forth in the federal Employee Retirement Infitme 
Security Act (ERISA). Funding far the company's liftotiremployer 
and defined contribution plans is based on specific contractual 
requirements for each plan Additional contributions to enhance 
the funded status of pension plans'can be made at the 
company’s discretion The company plans to make required 
pension contributions totaling $58 million for alPpfet&jii 2007, 
and provided additional discretionary pension funding of 
$85 million In January 2007 The company also made accelerated 
pension contributions of $214 million in 2006 and $187 i3fe@| 
in 2004, Projections indicated that Anheuser-Busch would have 
been required to c&hMbute these amsintl in future years, but 
the company chose fa make the contributions early in order to 
enhance the funded status of the plans. 


Following!? mformattd# regarding the allocafo# of the 
company's pension plan assets as of December 31,2006 and 
2005 and target alllocatloflfor 2007. 


Asset Category 

Percentage of 

Plan Assets at 

Dec. 31, 2005 

Percentage of 

PlanAsBetsat 

Dec. 31,2006 

Target Asset 

Allocation for 

2007 

Iqmity securities 

m 

70% 

69% 

Debt seciritte 

26% 

26% 

27% 

Real estate 

4% 

4% 

4% 

Total 

100% 

JfS% 

100% 


Asset allocations are intended to^aohieve a total asset return: 
target o ver Ilf long term, with an acceptable leif'ff risk in the) 
shorter term. Risk is measured in terms of likely volatility of 
annual investment returns, pension expense, and funding require¬ 
ments. Expected returns, risk, and correlation among asset 
classes are based on historical data and investment advisor input. 
The assumed rate of return on pension plan assets is consistent 
with Aftheuser-Busch's long-term investment return objective, 
which enables ttlfttompany to provide Mlpetitive and secure 
employee retirement pension benefits.The company strives to 
balance expected long-term returns and short-term volatility* ; 
of pension plan assets. Favorable# unfavorable differences 
betweefj the assumed and actudl’rftU TOM plan assets ii® 
gentillyricognized in periodic pension expense over the 
subsequent five years.The actual ipa# rate of return on plan 
assets netpf investment manager fees was 10.5%, 13.7% and 
11.7% for plan years ended September 30,2006,2005 and 
2004, respectively. 


The company assumes prudent levels of risk to meet overaf 
pension investment goals. Risk levels are managed through 
format and written investment guidelines Portfolio risk 
managed by having well-defined long term strategic asset alloca¬ 
tion targets The company avoids tactical asset allocation and 
market timing and has established disciplined rebalancing 
policies to ensure asset allocations remain dose to targets The 
company's asset allocations are designed to pfavidt broad 
market diversification, which reduces exposure to individual 
companies, industries and sectors of the market Pension assets 
do life include any direct investment in Anheuser-Busqhdebt of 
equity securities. 

The use cf derivatives is permitted where appropriate 
to achieve overall investment policy objectives. Derivativis 
may be used by investment funds to hedge exposure to 
foreign currency denominated Stocks and securitize, cash 
in investment portfolios 

RETIREMENT HEALTH CARE AND INSURANCE 
BENEFITS 

The company provides certain health care and life insurance 
benefits to eligible retired employees.Through December 31, 
2005, participants were tsftaired to have at least 10 years of 
senfc# after the age of 45 to become eligible for any retiree 
health care benefits. Effective January 1,2006, participants must 
have at least 10 years of cotfliuptis service after reaching age 
48 to become eligible. Employees become eligible for full retiree 
health care benefits after achieving specific age and total years 
of service requirements, based ohiihire date. 

I\l et periodic retirement benefts expense for company retiree 
health care and life insurance plans was comprised of the 
following for the three years ended December 3| Cla.mlfehs). 

D uring 2004, Anleuser-Busch began recognizing the estimated 
impact of the Medical# Prescription D rug Improverrifht ad! 

M odernlzation Act, which provides federal payments to 
sponsors of retiree health care plans,such as Anheuser-Busch 
sQ.jt adoption of the Act, 61# company made a one-tifte 
$40.1 million redudflfr to its accumulated retirement benefits; 
obligation wlftS is accounted for as a deferrertaetuarl^l' gain 
and amortized over the fiffiaifiing service life of participating, 
employees, approximately 9 years Appfyingthe Act has reduced 
annual retiree health care and life insurance expense by approx!-: 
mate y $9 million 



2006 

2005 

2004 

Service cost 

$24.3 

$ 25.6 

$ 223 

interest cost on AP80 

36.9 

39.3 

34.8 

Amortization of prior pfrpp benefit 

(16.4) 

(11.4) 

(11-4) 

Amortization ofnet actuarial loss 

20.2 

14.1 

4.2 

N et periodic retirement health care 
and Itff in&irance benefits expense 

$65.0 

$ 67.6 

$ 49.9 
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The following table details the components of thg Company's 
obligation for its single-employer defined benefit retirement 
health care and life insurance plans as of December 31 fit 
millions). As of December 31,2006 and 2005, $64.3 million and 
$60.9 million, respectively, of the company's accumulated postre¬ 
tiremen! benefits obligation (APBO) was Classified as current... 
Postretrrement benefits obligations are unfunded, therefore no 
assets are associated with the plans At December 31,2005, 
neither deferred actuarial losses (primarily due to changes in 
assumed discount rates and differences in assumed versus actual 
health care costs) nor deferred prior service benefits were 
recognized o.i the balance sheet.W ith the adQptteft of FAS 158, 
these deferred actuarial items are fully recognized on the 
balance sheet as of December 31,2006 D eferred actuarial 
items are amortized into ao$glj| retirement benefits expense 
over the remaining service life of participating employees. 
Deferred adtuarfallosses and unrecognized prior service 
benefits expected to be amortized into net retirement benefits 
expense in 2007 are $25 million and $10 million,respectively 


2006 2005 

APBO, beginning of year 

Service cost 

Interest cost 

Actuarial loss 

Plan amendments 

Benefits paid 

Plan participants’ cortrlbsttoftf 

Medicare Part D subsidy 

$654.3 $600.4 

24.3 25J 

36.9 393 

140.2 152 2 

— (99.9) 

(68.7) (633) 

2.4 

2.4 

AH8 end of year 

Unrecognized prior service benefits 

Unrecognized net actuarial losses 

79L8 6543 

- 105.0 

— (254.0) 

Total retirement 'heath care and 
life insurance liability 

$791.8 $5053 

fie following illustrates the Impact on. no now net changes In 
shareholders equity of accruing all deferred retirement health 
care and life insurance costs at December 31,2006, in accor¬ 
dance with FAS 158 (in millions). 

2006 

Deferred actuarial Iejsss 

Deferred: prior service benefits 

$ (374.0) 
88.6 

N et deferred actuarial iteitjt: 

Deferred income taxes 

(285.4) 

113.2 

N et actuarial terns deferred 
%)|jj BWdftnir changes in shareholders eqffifc fT 

$(172.2) 


decline ratably to the future rate in 2012 and then remaifi 
constant thereafter The measurement date for the company's 
•fgtiree health care accounting is December 31. 


2006 2005 2004 

OtscOWi! rate 5.75% 5.5% 6.0% 

Initial health care inflation rate 8.1% 8.9% 9.7% 

Mwe health care inflation rate 5.0% 5.0% 5.0% 


For informational purposes, Mowing is a summary of the 
potential Impact on net periodic retirement benefits expense 
and the APBO of a hypothetic! 1% change in the assumed 
heall care inflation rate (in milllops) Brackets indicate a re-duc- 
tiotii in expense or liability ' 



1% Increase 

1% Decrease 

N et periodic retirement benefits expense 

$ 3.7 

$ (3.7) 

Retirement benefits liability 

$38.9 

$(393) 


RETIREMENT BENEFITS PAYMENTS 

Following are retirement benefits expected to be paid in future 
years, based on employee data and plan assumptions, as of 
December 31,2006 (in milfffp). 


Healthcare 


200 ? 

2008 

2009 

2§IQ 

2011 

2112-2016 


$ 166.0 $ 64.3 

$ 1231 $ 65.2. 

$ 192.7 $ 611 

$ 2013 $ 68.4 

$ 223.3 $ 7fiJ. 

$1,3241 $ 3673 


Effective Movember 30,2006, the-chairman ofthe board, thi 
president and Chief executive officer, and certain other senior 
executives;retired as executive officers of the company and 
received lump sum pension payments frfflfifhe supplemental 
executive rettjment plan The total of the lump sum payouts 
represented a portion of the supplemental plan's projected 
beneit obligation sufficient enough to constitute a plan settle- 
tfisht per FAS 88,"Employer's Accounting for Settlements and 
Curtailments of Defined Beneit Pension Plans’' Because the 
•iFgirements5fi3§urred after the company's pension measurement 
date of October l,and in accordance wlthfAS 88 settlement 
accounting, liabilities related ttf the supplemental plan have been 
remeasured as of December 15,2006 and the company will 
recognize related deferred actuarial loses is the firt. quarter 2007. 


The key actuarial assumptions used to determine net retirement 
benefits expense and the APBO forth# three years ended 
December 31 are provided m the table below For actuarial 
purposes, the Itlif health care inflation rate is assumed to 


EMPLOYEE STOCK PURCHASE AND SAVINGS 
PLANS 

Th# fiffifnpany sponsors employee stock purchase and savings 
plans (401(k) plans), whig! an voluntary defined contributlgfi 
plans in which most regular employees are eligible for participa- 
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tioaUtiigrlhe 4011k) plans, the company makes matching rash 
eontfibutions for up to 6% of employee pretax savings The 
company's matching cfoitibufiori percentage is established amtUr 
ally based cm. a formula that considers both consolidated net 
Income and total employee costs.Total 401(k) expense was 
$60.7 million, $63.6 million and $50.9 mllstfif 2006,2005 and 
2004, respectivelyThe 2004 expense was favorably impacted by 
the funding of a portion of the company's mgtgbung obligation 
through qualified Employee Stock O wnership Plans (ESQ Ps) 
which expired in March 2004. 


6. Stock-Based Compensation 

STOCK OPTIONS 

Under the terms of the company's stock option plans, officers, 
certain other emplsyees and nofiampfoyee directors may be 
granted options!#, purchase thetimpany’s cSiimon stock at a 
price equal to the closing market price per the N ew York Stock 
Exchange CompositeTape on the date t&eoptions are granted. 
Previously, stock options were granted with an exercise price 
equal to 'the average of the high and low market prices on the 
effective date of the grant. At Decembers), 2006,2005 and 
2004, a total of III million,.!® million and 95 million shares of 
Simmon stock were designated for future issuance under 
existing: stock option plans, respectively.The company issues new 
shares when options are exercised 1 under employee stock 
compensation plans Under the plans for the board of directors, 
shares are issued from treasury stock. 

The company's stock options ratably vest over at Wee-year 
service period, commencing immediately following grant of the 
award, and have a maximum life of 10 years.There are no 
performance-based vesting requirements associated with stock 
Optto-nsThe company's stock optionplins provide for imme¬ 
diate vesting of ill unvested options whenever an employee 
voluntarily leaves the company and has completed at least 20 
years of service or is,at least age 60. For emjpfo-yeesgfleting 
these criteria the accelerated vesting policy renders': the requi- 
site4J®ee-year service conditidrt%insubstantive" under FAS 
N112.3R D ue to the nonsubstantive service condition, these 
stock options are considered nonforfeitable, with the option 
grant date being the effective service completion date.The 
‘rani therefore fully expenses all options granted to individ¬ 
uals meeting either criterion as of the grant date.ThiiiOrnpany 
also identifies stock options granted! to employees who do n#| 
yet, but will meeittie separation-based vesting criteria prior 16 
the end of the three year vesting cycle and recognizes expense 
over the substantive vesting period for that group of options. 
Stock offtips granted to employeesnOt meeting the separa¬ 
tion-based vesting criteria are expensed ratably over the three- 
year option vesting period D ue .to. the requirement to expense 
nonforfeitable options as of the grant date, tifttompany recog¬ 


nizes approximately 60% oflsamual stock option expense in 
the fourth quarter each year when stock options are granted. 
For financial reporting purposes, stock compensation expense, is 
.Jpuded in cost of sales and ’marketing, distribution and adminis¬ 
trative cxsenscs. depending on where the refl^elft's cash 
compensation is reported, and is classified 1 as a corporate item 
for business segments reporting 

N oneraployee directors may elect to receive their annual 
retainer in shares of Anheuser-Busch common stock instead of 
cash If all nonempioyee directors eligible to own the company’s 
conrrttidn stock elected to receive their 2007 annuarretainer in 
shares, the total number of shares issued would be 14,634, 
based on the closing, price for the company’s common, stock at 
December 31,2006. 

The company's stock option plans provide for accelerated exer¬ 
cisability on the occurrence of certain events relating to a 
change m control, merger, sale of substantially all company 
assets, or complete liquidation of the company 


Following is a summary of stock option activity and pricing for 
the years shown (options n millions) 


Options 

Outstanding 

Wtd.Avg. 

Exercise 

Price 

Options 

Exercisable 

Wtd.Avg. 

Exercise 

Price 

Balance, Dec. 31,2003 

Granted 

Exercised 

Canceled 

83.4 

14.1 

:('§,$) 

111) 

$41.67 

$50.30 

$26.15 

$48.1$; 

55.2 

$37.43 

Balance, Dec. 31,2004 

91.8 

$43.93 

64! 

$ 40.92 

Granted 

11.4 

$43.83 



Exercised 

(5.9) 

$25.48 



Canceled 

(0.8) 

$49.38 



Balance, Dec. 31,2005 

96.5 

$45.01 

71.5 

$ 44.06 

Granted 

9.5 

$46.34 



Exercised 

(4.9) 

$27.43 



Cancelled 

(LI) 

$48.64 



Balance, Dec. 31,2006 

100.0 

$45.97 

80.3 

$45.89 


The fair values of o ptions granted during the last three years 
are as follows (in millions, except per option). 



2006 

2005 

2004 

Fair of each option granted 

$9.73 

$8.81 

$1049 

Total hfipilcf options granted 

9.5 

11.4 

14.1 

Total fair vate ©ifoitaons granted 

$92.4 

'iffflOA 

$147.9 


The fair value of stock q.pfhns granted has been inmated on 
Ihf date of grant using a binomirfTfettce method) option- 
iii§ein€f model The binomial model is used for valuation because 
ft accommodates several inputs in order to take into account*’-' 
muliQpte option exercise patterns as determined by the 
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ifflinpany's actuaries, and essentially computes an overall Vi® 
based on a weighting of each ciip&pt pattern The assumptions 
used in applying the binomial p»del follow For illustrative 
purposes, the expected life, risk-free rate, and fair value per 
option shown are weighted averages derived from the distinct 
exercise patterns The volatility of Anheuser-Busch common 
stock.is esSmated by the company's actuaries based on as 
analysis of both historical and current market volatilities. 



2006 

2005 

2004 

Expected life sf opBfff 

6.3 yrs. 

5.5 yrfc 

5.5 SB- 

Risk-free interest rate 

4.6% 

4.4% 

3.7% 

Expected volatility of 

Arthewr-Biisch stock 

20% 


22% 

Expected dividend yield on 

Anheuser-Busch stock 

2.5% 

2.5% 

1.8% 


The following tables provide additional information regarding 
options outstanding and options that were exercisable as of 
December 31,2006. 


Options Outstanding Options Exercisable 


Range of 
Exercise 

Number 

Wtd.Avg Wtd.Avg. 
Remaining Exercise 
Life Price 

Number 

Wtd.Avg. Wtd.Avg. 
Remaining Exercise 
Life Price 

$10 

$29 

6.4 

. A|.6yrs 

$27.64 

6.4 

BBlyfit 

$27,64 

$30 

$39 

'1,3 

2.8 yrs 

$37.84 

13 

2.8 yrs 

$37.84 

$40 

$49 

58.3 

6.3 yrl 

$46.46 

42.3 

5.1 yrs 

$46.89 

$50 

$54 

28.0 

6.8 yr| 

$5129 

,1*3 

6.6 yrs 

$51.44 

$10 

$54 

ite.s 

SI yrs 

$45.96 

803 

5,1 jfe 

$45.89 


Range of Pretax livthe-MoneyValue 


Prices 

Number 

Options 

Outstanding 

Options 

Exercisable 

$10 - $29 

6.4 

$138.9 

$138.9 

$30 - $39 

73 

81.8 

81,8 

$40 - $49 

58.3 

183.4 


$50 - $54 

28.0 

- 

- 

$10 - $54 

los,i 

$404.1 

$302.7 


ADOPTION OF FAS 123R 

Prior to 2006, Anheuser-Busch accounted for employee stock 
compensation in accordance with FAS 123,"Accounting for 
Stock-Based Compensation," and elected to recognize no 
expense related to employee stock compensation, since options 
were always granted with an exercise price equal to the market 
price of the company's stock ortlli effective date of grant, iff, 
Decemler 1104, the Financial AecSwitung Standards Board 
issued a revised and renamed Standard regarding stock 
Compensation - FA $ R, "Share-Based Payment." The revised 
Standard, which was adopted by Anheuser-Busch in the frst 
quarter of 2006, elim!ii'n®i$;th#disc1osure-o|l|%lection available 
iftler FAS 123 and requires rec8|H|t@i of compensate®’ 
expense for stock options and all other forms of equity" 


compensation, gehefSlif based pMhe fair value of the inSto* 
merits on the effective date of grant, in order to enbaace the 
comparability of all periods presented and provide the fullest 
understanding of the impact that expensing stock compensation 
has on the company's results, Anheuser-Busch has retrospec¬ 
tively applied the new Standard to prior period results. 

Following are amounts pertinent to operations and cash flows 
for the years 2005 and 2004, and the balance sheet as of 
December 31,2005 and 2004 as-they were previously reported 
and after the retrospective adaption of FAS 123R In connection 
with the adoption, the company adjusted deferred unco me taxes 
$50.6 million#ffset in retained earnings) as of Decemlir 31, 
2006 to eliminate deferred income taxes related to incentive 
Stack options 



2005 


2004 



Including 

As 

Including 

As 


FAS123R 

Reported 

FAS123R 

Reported 

0 perating Results 
Cast of sales 

$9,6063 

$9,579,5 

$9,020:0 

$8,982.5 

Gross profit 

$5,429.4 

$5,456.2 

$5,914.2 

$5,951.7 

Martettag.diSribution 
and administrative: 
expenses 

$2,837.5 

$2,730.21 

$2,740.5 

$2,590.7 

0 perating income 

$2,486.9 

$2,621.0 

$3,173.7 

$3,361.0 

Income before 
income taxes 

$2,057.4 

$2,l’t!,5 

$2,812^/*i 

$2,999.4 

Provision for incorlt: 
taxes 

$ ®ii i 

$ 850.4 

$1,097.5 

$1,1632 

N et income 

$1,744.4 

$1,839.1- 

$2,118.7 

$2,2403 

Basic earritjf 
per share 

$224 

$2.37 

$2.65 

$2,80 

Diluted earnings 
per share 

$223 

$2.35 

$2.62 

$2,7? 

Cash Flows 

Q perating cash flow 
beftjii the change 
Eflworking capital 

$2,651.6 

$2|1J5 

$3,096.6 

$3,121.9 

Cash provided by 
operating activities 

$2,7019 

$2,727.8 

$2,915# 

$2,9403 

Shares issued 'Under 
stock plans 

$ 161.4 

$ 135.5 

$ 146§* ' 

$ 1203 

Cash used ref 
financing activities 

$1,615,8 

$1,641,7 

$1,3630 

$1,388.3 

Balance Sheet 
as of fteeember 31 

Deferred income 
taxes 

$ 1,345.9 

$ 1,682.4 

$ 1,417.4 

$ 1,727.2 

Capita! ifi,#KSMf 
par valae 

$ 2,685.9 

$ 1:601:8 

$ 2,387.0 

$ 1,425.3 

Retained earnings 

$15,698.0 

$16,445.6 

$14,754.4 

$15,4072 

Shareholders equity 

$ 3,679.8 

$ 3,343.3 

$ 2,977.9 

$ 2,6681 
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The following illustrates tfe impact of stock opt©* activity on 
'earnings and cash flows for |||- last three pars III* frillioil,, 
except per share) Unrecognized pretax stock compensation 
cost as of December 31,2006 was $96 million, which is 
expected to be recognized over a weighted average life of 
approximately 1.5 years, 



2006 

2005 

2004 

Pretax stockcompensation expense 

$122.9 

$134.1 

$187.3 

After-tax stock compensation expense 

$ 87.1 

$ 94.8 

$1211 

D iluted earnings per share impact 

$ .11 

$ B 

$ .15 

Cash proceeds from Sock 

option exercises 

$121.3 

$135.4 

$111:1 

Iffth^money value of Sock 

options exercised 

$ 97.1 

$122',4 

$118.9 

Income tax benefit of Sock 

option's exercised 

$ 34.3 

$ 41.6 

$ 41.6 

Income tax benefit in excess of 

associated deferred taxes 

$ 22.6 

$ 25,9 

$ 253 


The income tax benefit the company receives from the exercise 
of Stock options is based on the-,Income realized by optionees 
upon exercise, and is recognized as a reductipho'f afrent taxes 
payable and an increase in pa:d-:r,-capital with no impact o« 
earnings. Because the company's employee stock options are 
not traded on an exchange, the fair value disclosed isirequired 
to be based on a theoretical option-pricing model Employees 
can receive no value nor derive any benefit ftp. holding stock 
’OspSotS under these plans without an inoreaSs in the market 
price of Anheuser-Busch stock. Such an increase in stock price 
benefits ail shareholders. 

RESTRICTED STOCK 

Effective January 2,2006, the company issued shares of 
restricted fiock to officers and certain other employees 
pursuant to ‘grants made to then on November 22,2005 
Shares of restricted stock either vest ratably over a three-year 
perf$$ (flip-based Ikires), or vest in prespecified percentages 
at thi-ind of three years based on total BUD shareholder 
retarn performance ranked against the S&P 500 fgstnpanies 
over that period (perfofmanee4 : ased shares),The performance- 
based shares were granted to members of the company's 
Strategy Committee. AII other employees received l time-based 
sharesJhacompany awarded 168,557 performance-based 
shares, of wihfeb 53,284 were cancelled In D ecember due to 
senior executive retirements and the remainder are outstanding 
and unvested.Time-based shares awarded totaled 403,827, of 
whicfr 129,668 vested on January 3 2007 In accordance with 
FAS 123R, compensation expense is being recognized over the 
three-year vesting or performance evaluation period, respectively, 
based on SfjSjgasfc date fair values of $43.39 per share for 
time-based shares and $35 58 per share for perfermance-ibased 
shares As appropriate under FAS 123R, the fair value of the 
performance-based restricted shares includes a discount from 
the grant date market pride that reflects the risk of forfeiture 
Sift to the performance-based vesting criteria. 


7. Income Taxes 

Following are the components of the provision for income taxes 
forth#,three years ended December 31 (in millions). 



2006 

2005 

2004 

Current tax orevistqo;. ■ | 

Federal 

$789.3 

$712.0 

$ 772.6 

State 

141.1 

129,8 

178.8 

Foreign 

16.0 

8.4 

33.5 

Tot®! cpfetj pro visio n 

946.4 

8511 

976-1 

Deferred tax ore vision 

Federal 

(26.1) 

(38.9) 

109.6 

State 

(10.5) 

(12.7) 

11.8 

Foreign 

(9.3) 

12.5 

- 

Total deferred .provisioi^pB 

(45.9) 

(39.1) 

1214 

Total tax prOvisPo 

$900.5 

$811.1 

$1,097.5 


The deferred income tax provision ifs^aponcash expense 
resulting from temporary differences between financial reporting 
and income tax filing in fit timing of certain inco me and 
expense items, and differences in the bases of assets and liabili- 
I® The primary temporary differences relate to depreciation on 
fixed assets, pension!cofltfilutfens and accrued U.S. taxes on 
equity income, net of applicable foreign tax credits.Anheuser- 
Busch operates in multiple legal jurisdictions that subject it to 
tax audits in the OS. and various foreigncowntries.The company 
believes it has made adequate provisions in all jurisdictions for all 
years remaining subject to audits*^ 

The icimpany's deferred income tax liabilities and deferred 
income tax assets as of December 11 2006 and 2005, are 
summarized by category in the following table (inmillions). 
Deferred income tax liabilitiesfesullf primarily from income tax 
deductions being received prior ftp expense recognition for 
financial repifttng purposes. Deferred income tax assets relate 
primarily to expenses being recognized for financial reporting 
purposes that are not yet deductible for income tax purposes, 
and the recognition of underfunded pension liabilities. Deferred 
income taxes are not provided on undistributed earnings of 
consolidated foreign subsidiaries that are considered to be 
permanently reinvested outside the United States Cumulative 
foreign earnings considered permanently reinvested totaled 
$234.8 million and $205,6 million, respectively, at December 31, 
2001 and 2005. 
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2006 

2005 

Deferred income tax liabilities 



Fixed assets 

$1,789.1 

$1,839.4 

Accelerated pension contributions 

234.6 

219.8 

Accrued net U S taxes on equity earnings 

210.6 

188.3 

0 ther 

217.4 

W'M 

Total deferred income tax 

2.45L7 

2,425.4 

Deferred income tax assets 



Deferred retirement benefits 

713.8 

5412 

Stock compensation 

309.3 

331.5 

Spare parts and production supplies 

79.4 

770 

Compensation-related obligations 

70.4 

722 

Other 

184.7 

178.6 

Valuation allowances 

(47.4) 

(67.0) 

Total deferred income tax assets (1) 

1,310.2 

1,138.5 

N et deferred masttfe tax liabilities 

$1,141.5 

$1,286.9 


Note 1 Deferred income tax assets of $53.0 million and $59.0 respec¬ 
tively, are classified in other current assets at December |1,.2D:06 and 2 ; Q:Q5» 


Recondition between the II ,S,federal statutory income tax 
rate and AnhtBser-Busch'S effective tfiime tax rate for the 
three years ended D ecember 31 ^presented below 



2006 

2005 

2004 

Federal statutory tax rate 

35.0% 

35.0% 

35.Q% 

State taxes, net of federal benefit 

3.7 

3.7 

*8 

Impact of foreip operations 

2.8 

0.7 


Other items, net 

(2.0) 

- 

®.6) 

SfecSvfi tax rate 

39.5% 

39.4% 

mm 


In 2004,Anheuser-Busch identified a $25.9 million Balance sheet 
reclassification related to the 1996 spin-off of its Campbell 
Taggart bakery subsidiary.!he company increased its deferred 
income tax liability by $25.9 million and decreased retained 
earnings by the same amount,The reclassification had no impact 
on the company's results of o perations, tot^l assets, or cash 
flows. 


8. Debt 

Tie company uses 5EC :Shif registrations for debt issuance effi¬ 
ciency and flexibility, and currently has $1.35 billion in registered 
debt available for issuance. Gains nr losses on debt redemptions 
(either individually or in the aggregate) were not material fer any 
year presented The company hartha ability and intent to refi¬ 
nance its entire debt portfolio on a long-terni baas'and there¬ 
fore cla ss ifies;all debt as long-term. Debt at December 31 
hoipasted of the following (in millions) 



2006 

2005 

U 1 5 Joter notes due 2008 to 2023, 

interest rates from 4.375% to 7.5% 

$3,540.7 

$3,576.2: 

U.SJeter debentures due 2009 to 2043, 

interest rates from 5,75% to 9.0% 

2,900.0 

2,600.0 

Commercial paper, interest rates of 5.33% and 

4.39%, respectively, at year-end 

658.4 

1JLQ2.6 

tiHli^ifa! revenue bonds due 2009 to 2041, 

interest rates from 4.6% to 7.4% 

269.4 

271.7 

M edium-term notes due 2010, interest rate 5.625% 

200.0 

200,0 

Gtilnsse renminbi-denominated bank loans due 

2007 to 2011, inter* rates from 5.02% to 7.02% 

32.0 

75.8 

U S dollarifiwroN otes due 2006 interest rate 4 51% 

— 

' '.'iMO 

M iscellaneous items 

72.4 

66,f 

Unamortized debt dtoeawtts- 

(19.4) 

1213) 

Total debt 

$7,653.5 

$7,l72,|g 


The, Simp-any's 5.49% fixed rate ($100,0 million notional value) 
U,S dollar notes were swapped to a floating LIBO R-based rate 
when issued The effective interest rate for this debt was 4.98% 
to’ (2006, with a year-end rate of 5 25% In addition to the 5.49% 
Uil. do lift totes, in 2005 thf fiimpany had outstanding feed¬ 
rate 4.51% Euro N otes and 5 60% US dollar notes (additional 
notional value of $150.0 million) which had also been swapped 
jjLlBQ R-based floating rates wbep issued The weighted 
average effective interest rate for this debt during 2005 was 
3.21% and the year-end 2005 rate was 4.29%. 

The weighted-average interest rates for commercial paper 
borrowings during 2006,2005, and 2004 were 5.00%, 3.31%, and 
140%, respectively The company has in place a single conwiiitted 
$2 billion revolving 1 credit agreement Ihlt expires in Q : ctotoer 
2010, to support the company's commer^f paper program 
The agreement Is spdfcated among 17 banks, has no ihSpcfet’ 
covenants, apd does not designate a material adverse change 
as a default event or as an event protJbfSfpa borrowing. 

Credit rating triggers in the agreement pertain drily to annual 
fees and the interest file applicable to any potenjijjf borrowing, 
not to the availability of funds.There have been no Borrowings 
under the agreement for any year shown Annual fees for the 
agreement were $1.0 millert in 2006 and $1.2 mlto/n for both 
2005 and 2004 Commercial paper borrowings up to $2 bill:® 
are classified as long-term, as they are supported a long-term 
basis by the revolving craft agreement. Any commercial paper 
borrowings-to excess of $2 billion will be cla s sified as short-term. 
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9. Supplemental Cash Flow Information 

Accoante payableifcl $105 hH and $99 miliiSffif 
outstanding checks at December 31,2006 and 2005, respectively. 
Supplemental cash flows information forte three years prided 
December 31 Is presented in the following table fljfi millions). 



2006 

2005 

2004 

Cash paid durteg the year 

Interest, ftttsf interest capitalized 

$ 433.2 

$ 436.0 

$ 3903 

Income taxes 

$ 920.2 

$ 814.7 

$ 9623 

Excise taxes 

$2,252.3 

$ 2,2173 

$ 2|jp 

Chanqe in workinq capital 
(lncrease)/D ecrease in current asets 4 

Aettants receivable 

$ (38.8) 

$ 14.7'' 

$ mm 

Inventories 

(40.4) 

35.8 

(102.8) 

0 ther current assets 

(4.6) 

6.9 

(21-6) 

increase/)Decrease) in current liabilities: 

Accents payable 

176.8 

54.7 

101,1 

Accrued salaries, wages 

afi'lflpfiSB: 

9L9 

(40.5) 

is 

Accrued taxes 

(22.8) 

3.8 

(101 

Accrued interest 

0.5 

(1.5) 

14.8 

Q ther current liabilities 

17.1 

(2.9) 

3,6 

D erivatives fair value adjustment 

6.1 

(9.8) 

(913) 

W orking capital adjustment for 

acquisition/disposlSft 

3.0 

M(10.9) 

(51 gj 

N et ( increasej/decrease in 

w orking capital 

$ 188.8 

$ 50,3 

$ (181.8) 


10. Accumulated Nonowner Changes 
In Shareholders Equity 

The components of accumulated nonowner changes in shareholders 
equity as of December 31 are summarized below ^ffifsillions) 



2006 

2005 

Foreign currency translation 

$ (452.2) 

$(382,0) 

D eferred hedging gains/ftosses) 

2.1 

(2 41 

Deferred securities valu#ioo gains 

L3 

0.3 

Deferred retirement ftifitfts costs 

(782.0) 

(52l,7f: 

Accumulated tiosowiner changes 

■pi jarehotders equity 

$(1,230.8) 

$(ii3J) 


Deferred! tome tax liabilities of $1,2 million .and deferred tax 
assets of $1.4 million have been'gppgnized for deferred 
hedging gains and losses, respectively, as of December 31,2006 
and' 2005. Deferred income tax liabilities of $0.7 million and 
$0.2 million have been provided for deferred securities valuation 


gains, respectively, while deferred tax assets of $504 4 millior|.a,Ad 
$334.3 »ifon, respectively, have been recognized for deferred 
benefits costsTfoe majority of foreign currency translation Josses 
relate to equity investments (primarily €rupo Modelo) whose 
operations are reported in Anheuser-Busdi'sfnaicfa! statements 
on a net-of-tax basis. Please see N ote 3 for details of hedging 
gains and losses recognized n earnings which had previously 
been deferred In lb now ner changes in shareholders equity ,, 


11. Preferred and Common Stock 


COMMON STOCK ACTIVITY 

Common stock activity for the three years ended December 31 
is summarized below (shares in millions). 



2006 

2005 

2004 

Common Stock 

Beginning common stock 

Shares issued j^gf stock plans 

1,468.6 

5.1 

1.463.0 

5.6 

1,4573' 

WBMMm sto|k 

1,473.7 

1,468.6 

1,463.0 

Treasury Stock 

Beginning treasury stock 

Treasury stock acquired 

(690.9) 

(16.7) 

(67:8.0): 

(12.9) 

(644.8) 

(33.2) 

C umulative treasury stick 

(707.6) 

(690.9) 

(678,0) 

let tomman stock outstanding 

766.1 

#7.7 

785.0 


EARNINGS PER SHARE OF COMMON STOCK 

Basic earnings per share are computed by dividing net Income 
by the weighted-average number of shares of common stock 
outstanding forte-year. Diluted earnings per share are computed 
using the weighted-average number of common shares out¬ 
standing, plus an adjustment for the dilutive effect of unexercised 
m-the-mohey stock options,A reconciliation between basic and 
diluted weighted-average common shares outstanding for the 
thifse years ehded December 31 Mows (Mllons of shares). 
There were no adjustments to* net income for any year shown 
for purposes of calculating earnings per share. 



2006 

2005 

2004 

Basic weighted average shares outstanding 

770.6 

777.5 

798.9 

W etghted average stock option shares 

6.4 

u 

9.6 

Dfitfd weighted average Shares outstanding 

777.0 

782.6 

6005 
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COMMON STOCK REPURCHASE 

The board of directors has approved re®lutierts authorizing 
the company to repurchase shares of is'egmmon stock. At 
December 31,2006, approximately 15 millio§|§ares remained 
available for repurchase under a March2003 board authorize!©* 
for 100 milloniilires. In D ecember 2006, the Board approved' 
the^pt|»ytar repurchase of an additional 100 million shares to 
commence when prior authorizations are exhausted The Board 
does not specify minimum or maximum share repurchase levels 
and authorizations expire when fully utilized The company 
repurchased 16 7 million common shares Is 2006,12.9 IiiIIicbBE' 
shares in 2005, and 33 2 million shares in 2004, for $745.9 
million,, $620.4 million, and $1,699.5 million, respectively, 

PREFERRED STOCK 

At 0 ecember 31,2005 and 2004,40 million shares of $1,80: 
par value preferred stock were authorized and unissued 


12. Contingencies 

T!f company and certain of its subsidiaries are involved in 
claims and legal proceedings in which monetary damages and: 
Otuerrelief 'is sought The company s vigorously contesting these 
claims; however resolution is,not expected to occur quickly, and 
the ultimate outcome cannot presently be predicted. It is the 
c pinion of management that the ultimate resolution of these 
claims, legal proceedings, and other Httungencies, either individu¬ 
ally or in the aggregate, will Igf,materially affect the company's 
iflincial position, results of operations or liqundiity 


13. Business Segments 

The company categorizes its operations into four business segments: 
domestic beer, international beer, packaging and entertainment. 

The domestic beer segment consists of the company'sbeer 
manufacturing and company-owned beer wholesale sales opera¬ 
tions, including vertically integrated rice, barley and hops operations. 

The international beer segment consists of the company's export 
safes and overseas beer production and marketing operations,. 
i' l include company-owned operations m China and thaOiiited 
Kingdom', administration of contract and license brewing arrange¬ 
ments, and equity investments Rtfiqpal foreign markets for sate of 
the company’s prp|ict$are China:,the United Kingdom,Canada,. 
Mexico and Irelandjhe company attributes foreign sales based on 
the taflli of the di$trl#tBf purchasing the product,. 


The packaging segments composed of the company's aiyuMlwiitti.- 
beverage can and lid manufacturing, aluminum recycling, label 
iprtitwgt and glass manufacturing operations Cans and Ids are 
produced for both the company's domestic beer operations and. 
external customers in the U S sot drink industry 

The entertainment segment consists of the company's SeaW o rid, 
Busch Gardens and other adventure park operations. 

Following is Anheuser-Busch business segment irfsrfBiStisn for 
2006,2005,and 2004, (St millions). Intersegment safes art Ally 
eliminated mi consolidation ,N o single customer fasunted for 
more than 10% of safes General odipofate expenses, including 
net interest expense and Sock compensation expense, are not 
■allocated to the operating segments, Effective in 2005, the 
company began reporting its transportation business within 
||t domestic beer segment, and|fs rial estate business as a 
corporate item These businesses previously comprised the 
“other" segment. Segment results fair 2004 were updated to 
conform to this change which was immaterial for all segments. 
Corporate results for 2005 and 2004 have been recast for tie 
retrospective adoption of FAS 123R in 2006 whfqipad no 
impact on §fe company's four operating segments. 
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Domestic 

International 



Corporate & 


2006 

Beer 

Beer 

Packing 

Entertainment 

Eliminations (V 

Consolidated 

Ificoftie Statement Information 

Gross sales 

$13,394.2 

1,235.6 

2,562.3 

1,178.5 

(412.8) 

$17,957.8 

N et sales - intersegment 

$ 2.8 

— 

896.4 

— 

(899.2) 

$ 

N et sales - external 

$11,388.2 

998.2 

1,665.9 

1,178.5 

486.3 

$15,717.1 

Depreciation and amortization 

$ 715.1 

5L2 

76.9 

99.0 

46.5 

$ 988.7 

.Income before Income taxes 

$ 2,758.5 

76.7 

145.0 

232.8 

(936.1) 

$ 2,276.9 

Equity in®lhe, net of tax 

$ 3.4 

585.4 

— 

— 

— 

$ 588.8 

N etfiSifif. 

Balance Sheet Information 

$ 1,713.7 

633.0 

89.9 

144.3 

(615.7) 

$ 1,965.2 

Total assets 

$ 7,988.3 

5,350.6 

781.5 

1,479.1 

777.7 

$16,377.2 

Equity* fflettod investments 

$ 67.8 

3,604,6 

— 

— 

— 

$ 3,672.4 

’fiiodwii' 

$ 21.2 

1,283.0 

21.9 

288.3 

— 

$ 1,614.4 

Foreign-located fixed assets 

$ 

517.7 

— 

— 

— 

$ 517.7 

Capital expenditures 

$ 516.7 

36.9 

55.9 

157.6 

45.4 

$ 812.5 



Domestic 

International 



Corporate & 


2005 

Beer 

Beer 

Packagng 

Entertainment 

Eliminations (!) 

Consolidated 

If come Statement Information 

Gross sales 

$ 13,067.6 

1,165.5 

2,383.6 

1,084.8 

(448.0) 

$ 17,253.5 

N et sales - intersefttent 

$ 2.T 

- 

:|?ll 

- 

(873.8) 

$ 

N et sales - external 

$ ftMS 

932,8 

1,512.5 

1,084.8 

425,8 

$ 15,035,7 

Depreciation and amortization 

$ 706.6 

52.1 

83.3 

93.9 

43.1 

$ 979.0 

tome before income taxes 

$ 2,675.6 

86.5 

141.5 

205.9 

(1,052,1) 

$ 2,057.4 

Equity income, net of tax 

$ 

498.1 

- 

- 

- 

$ 498.1 

N et incOifif: 

$ 1,658.9 

551.7 

87.7 

127.7 

(681.6) 

$ 1,744.4 

Balance Sheet Information 

Total assets 

$ 8,010.0 

5,0492 

764.4 

1,400.8 

1,321.6 

$ 16,555.0 

Equity method investments 

$ 

3,373.1 

- 

- 

- 

$ 3,373.1 

Goodwill 

$ 212 

1,2611 

21.9 

288.3 

- 

$ 1,592,5 

fweign-located fixed assets 

$ 

510,3 

- 

- 

- 

$ 510,3 

Capital expenditiifes 

$ 85lJ 

72,8 

.55:1 

104.2 

530' 

$ 1,136.7 


2004( 2 ) 

Domestic 

Beer 

International 

Beer 

Packacpng 

Entertainment 

Corporate & 
Eliminations (D 

Consolidated 

(tome Statement Information 

Gross sales 

$ 13,388.5 

1,015.1 

2,276.8 

989.3 

(509,5) 

$ 17,160,2 

N et sales - intersegment 

$ 2.8 

- 

880.1 

- 

(882.9) 

$ 

N et sales - external 

$ 11,364.9 

809,9 

1,3111 

989.3 

373.4 

$ 14,934,2 

DepredatM and amortization 

$ 680.5 

35.0 

83.9 

91.8 

4l|. 

$ 932.7 

toms before income taxes 

$ 3,279.0 

130.9 

163.9 

itiJ 

(934.4) 

$ 2,812.1 

Equity irfcime, net of tax 

$ 

404.1 

- 

- 

- 

$ 404.1 

N etincafttf 

$ 2,033.0 

485,3 

101.6 

107.1 

(608.3) 

$ 2,118.7 

fdtlhci Sheet Information 

Total assets 

$ 7,857.9 

4,683.9 

800.8 

1,378.9 

1,451.9 

$ 16,173.4 

Equity method investments 

$ 

2,6862 

- 

- 

- 

$ 2,686.2 

Goodwill 

$ UJ 

1,177.8 

21.9 

288.3 

- 

$ 1,509.2 

Foreign-located fixed assets 

$ 

451.5 

- 

- 

- 

$ 451.5 

Capital expenditures 

$ 881:1 

56.6 

56.3 

131:9 

44.8 

$ 1,089.6 


Note l:Corporate assets principally marketable securities, deferred charges and certain fixed assets EliaMrons impact only gross and intersegment 

sales. External met sales reflects the reporting of pass-tjtfsixjfi beer delivery costs reimbursed by independent wholesalers of $370 9 million, $3401 mtllnm- 
and $312 Q tnfJtioD «n 2006 2005 and 2004 respectively 

N ote 2: If 2t®5, the company began reporting its transpotipfeft business in Domestic Beer and its real estate businessHffrporate.These iuSihessts formerly 
comprised #870 ther segment. Results for 2004 have been updated to conform to this convention. 
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SUPPLEMENTAL FINANCIAL INFORMATION 


Year Ended December 31 (in millions, except per Share) 

2006 

2005 

2004 

2003 

2002 

Barrels of Anheuser-Busch beer brands sold worldwide 

125.0 

121.9 

116.8 

111# 

109.8 

Cross sales 

$17,957.8 

$17,253.5 

$17,1602 

$16,320.2 

$15,686.8 

Excise taxes 

(2,240.7) 

§2,217.8) 

T '6 c 

(2,173.5) 

(2,120.4) 

N et sates 

15,717.1 

15,035.7 

14,934.2 

04,146.7 

13,566.4 

Cast of sales 

(10,165.0) 

(9,606.3) 

f8;02Q.Q} 

(8,485.1) 

(8,161.4) 

iiross profit 

5,552.1 

5,429.4 

5,914.2 

5,661.6 

5,405.0 

Marketing, distribution and administrative expenses 

(2,832.5) 

(2,837.5) 

(2,740.5) 

imw 

(2,575.7) 

Litigation settlement 

- 

(105# 

- 

- 

- 

0 pirating income 

2,719.6 

2,486.9 

3,173.7 

3,018.9 

:ljt9.3 

Interest expense 

(451.3) 

(454.5) 

(426.1) 

(401.5) 

(368.7) 

Interest capitalized 

17.6 

19.9 

21.9 

24.4 

17.7 

interest inc&rae 

1.8 

2.4 

4.7 

1.7 

1.3 

Other income/!expense),net 

(10.8) 

2.7 

38.7 

0.4 

(6)4) 

income before mcamb taxes 

2,276.9 

2,057,4 

2,812.1 

2,643.9 

2,4733 

Provision for Income taxes 

(900.5) 

(811J): 

11J97.5) 

(1J26.3) 

(984.2) 

Equity inftSffie, net of tax 

588.8 

498,1 

404.1 

344.9 

351,7 

N et income 

$ 1,965.2 

$ 1,744.4 

$ 2,118.7 

$ 1,962.5 

$ 1,840.7 

Basic earnings per share 

$ 2.55 

$ 2.24 

$ 2.65 

$ 2.38 

$ Ip 

Diluted earnings per share 

$ 2.53 

$ 2.23 

$ 2 62 

$ 2.34 

$ 2.09 

Basic weighted average common shares 

770.6 

Wi I 

798:9 

8262 

866.0 

Diluted weighted average catSiplf shares 

777.0 

782.6 

sits 

wm 

178,9 
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SUPPLEMENTAL FINANCIAL INFORMATION 


Year Ended December 31 (in millions,except per share) 

2006 

2005 

2004 

20Q3 

2002 

■gassets 

$16,377.2 

$16,555.0 

$16,173.4 

$14,689.5 

$14,119.5 

yp3ebt 

$ 7,653.5 

$ 7,972.1 

$ 8,278.6 

$ 7,285.4 

$ 6,6032 

Common dividends paid 

$ 871.6 

$ 800.8 

$ 742'i.i 

$ 685.4 

$ 649.5 


$ 1.13 

$ 1.03 

$ .93 

$ .83 

$ .75 

Selected unaudited quarterly imfoirmattomfor 2006 and 2005 (In milljBB. except per share), 

Year Ended December 31,2006 


Net 

Gross 

Net 

Earnings Per Share 


Sales 

Profit 

Income 

Basic 

Diluted 

First quarter 

$ 3,755.6 

$1,337.9 

$ 499.2 

$ .64 

$ .64 

Second quarter 

4,256.0 

1,595.3 

637.8 

.83 

.82 

Third quarter 

4,280.7 

1,636.1 

637.5 

.83 

.82 

Fourth quarter 

3,424.8 

982.8 

190.7 

.25 

.25 

Annual 

$15,717.1 

$5,552.1 

$1,965.2 

$2.55 

$2.53 


Year Ended December 31,2005 


Net 

Gross 

Net 

Earnings Per Share 


Sales 

Profit 

Income 

Basic 

Diluted 

First quarter 

$ 3,563.7 

$1,332.7 

$ 500.4 

$ .64 

$ .64 

Second quarter 

4,018.1 

l,53f,3 

593.6 

.76 

.76 

tlird quarter 

4,088.5 

1,570.9 

504.8 

m 

.65 

Fourth quarter 

3,365.4 

987.5 

145.6 

.19 

.19 

Annual 

$15,035.7 

$5,429.4 

$1,744.4 

$2.24 

$223 
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PRINCIPAL OFFICERS OF ANHEUSER-BUSCH 
COMPANIES SUBSIDIARIES 


ANHEUSER-BUSCH 
COMPANIES, INC. 


Strategy 

Committee 

August A. Busch IV 

President and 
Chief Executive 0 fficer 

W. Randolph Baker 

Vice' president and 
Chief Financial 0 fficer 

ThomasW. Sant el 

Vice President — 

Corporate Development 

Stephen J. Burrows 

Chief Executive 0 fficer and 
President — Anheuser-Busch 
tatemationat, Inc 

MarkT. Bobak 

Group Vice President and 
Chief Legal Offer 

Douglas J. Muhleman 

G» up V ice President — Brew ing 
0 perations and Technology - 
Anheuser-Busch, pfey 

Francine I. Katz 

Vice President — 
Communications and 
Consumer Affairs 

Keith M. Kasen 

Chairman of the 'Board and 
President — Busch 
Entertainment Corporation 

Joseph P. Castellano 

Vice President — 

CorporateMuraan Resources 

Michael J. Owens 

Vice President — Marketing 

— Anheuser-Busch, ilc. 

Anthony T. Ponturo 

Vice President — 'Global 
Media and Sport® Marketing 

— Aahettser-Busclivifc. 

John F. Kelly 

Vice President and Controller 

Marlene V. Coulis 

Vice President — 

Brand Management — 
Anheuser-Busch, Utl^S ■ 
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Michael S. Harding 

Chief Executive 0 fficer and 
President — Anheuser-Busch 
Packaging Group.lhp, 

Robert C. Lachky 

Executive ViclJfesident — 
global Industry Development 

— Anheuser-Busch, Inc. 

David A. Peacock 

Vice President — 

Business O perations 

— Anheuser-Busch, Inc. 

Other Officers 

JoBeth G. Brown 

Vice President and Secretary 

JohnT. Farrell 

Vice President — 

Employee Benefits 

William J. Kimminsjr. 

Vice President and Treasurer 

Lisa A.Joley 

Vice President ant 
General 1 Counsel 

Gary L. Rutledge 

Vice President — 

Corporate Labor Relations 

Sabrina M.Wrenn 

Vice President — 

Labor and Benefits Law 

Teresa H.Vogt 

Vice President — Communications 

Michael F. Roche 

Vice President — N ational Affairs 

Gary R. Aldenderfer 

Vice President — Infemat Anil! 

David C. Sauerhoff 

Vice President — 

Investor Reiaisos, 

Dennis J. Gelner 

Vice President andTax Controller 

Laura H. Reeves 

Assistant Secretary 

William J. Mayor 

Assistant Controller 

Robert J. Haire 

Assistant Controller 

Mark A. Rawlins 

AssistantTfifstitr 


Anheuser-Busch, 

Inc. 

August A. Busch IV 

iftsident 

Douglas J. Muhleman 

itfSup Vice President — Brewing 
0 perations andTept»ology 

Michael J. Owens 

Vice President — Marketing 

Robert C. Lachky 

Executive Vice President — 

Global Industry Development 

Marlene V. Coulis 

Vice President — 

Brand Management 

AnthonyT. Ponturo 

‘Vfe President — p»Sil I edia 
and' Sports Marketing 

Phillip J. Colombatto 

Vice President — 

Q asiity Assurance 

Marie C. Carroll 

Vice President — 

Finance and Planning 

JohnW. Serbia 

Vice President — Brewing 

GeoffreyJ. Steinhart 

Vice President — Engineering 

Keith S. Levy 

Vice President — 

Sales and Retail Marketing 

David A. Peacock 

Vice President — 

Business 0 perations 

James G. Brickey 

Vice President — 

Kltnan Resources 

Thomas J. Adamitis 

Vice President — Procurement 

David R. English 

Vice President — Marketing 
Strategy and O&mmuniogSsp 

Andrew R. Baldonado 

Region Vice President (W est) 

— Go vernment A ffairs 

Joseph D. Danklef 

Vice President — 

Reg;o|§. Sates Q perations 


Henry Dominguez 

Vice President — 

Latino Marketing 

Rodney D. Forth 

Region Vice President (Central) 

— Government Affairs: 

Johnny Furr Jr. 

Vice President — 
itlian Marketing 

Gary M. Goldstein 

Vice President — 

0 >Psemise Cham Sales and 
Draught Beer Development 

Joseph F.Jedlicka III 

Vice President — 

Legal and State Affair^?" 

Eugene D. Johnson Jr. 

Vice President — 

W holesaler Disfiopment 

William B.Jones 

Vfe President — N ational 
0 ff-P reraise ,Cf|e»fiiSaJes 

Jeremiah A. Mullane 

,Region Vice President (East) — 
Government Afairs 

Jesus Rangel 

Vice President — 

Sales Development and 
Community Relations 

Raymond F. Steitz 

Vice President — 

Sales 0 petitions 

Robert M.Tallett 

Vice President — 

W holesale 0 pifatlgt 

JoBeth G. Brown 

Vice President and Secretary 

Dennis Gelner 

Vice President andTax : C , OBt«ilif 

Peter Kraemer 

Vice President — Operations 

Timothy E. Armstrong 

Vice President — Transportation 
and (.optics, Assistant Secretary 

Robert Byrne 

Vice President and 
Chief InfermatiftB Officer 

John S. Koykka 

Vice President — 

International Development 
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Anheuser-Busch 
International, Inc. 

Stephen J. Burrows 

Chief Executive 0 fficer and 
President 

John S. Koykka 

Executive Vice President — 
Strategic Planning and Business 
Deve'loipment 

James E. Schobel 

SeniSf Vice President — 

Legal Affairs 

Larry D. Baumann 

Vice President — 

David A. Renaud 

Vice President and 
Chief Financial 0 fficer — 
Anheuser-Busch China 

Martin D. Cargas 

Vice President — 

Government Affairs 

Y.R. Cheng 

Vice President Slid Managing 
D irector — G reater China 

Mark F. Schumm 

Vice President — Ciitoa and Asia 
Business Development 

Pedro L. Soares 

Vice President — Mexico 

Alejandro M. Strauch 

VicePresident and Regional 
Director — Central and 
South America 


Wholesaler Equity 

Development 

Corp. 

David A. Peacock 

Chairman of the Board and 
C hief Etjculve Q fficer 

AnthonyJ. Short 

President 

Busch Agricultural 
Resources, Inc. 

Douglas J. Muhleman 

Chairman of the Board, 

Chief Executive 0 fficer and 
President 

Stephen D. Malin 

Vice president 

JohnW. Serbia 

Vice President 

Anheuser-Busch 
Packaging 
Group, Inc. 

Douglas J. Muhleman 

Chairman of the Board 

Michael S. Harding 

Chief Executive 0 fficer and 
President 

Kirk E. Norris 

€#ap Vice President — 

0 perations 

Tony V. Bhalla 

Executive Vice President and 
Chief 0 perating Officer — 

MetsflContainer Corporation 
LiseA. Herren 
Executive Vice President and 
•Chief 0 perating Officer - 
Aoneuser Busch Recycling, 
Precision Printing and Packaging, 
Eagle Packaging 

Robert C. Alvarez 

Vice President — 

Human Resources 

Trevor J. Hansen 

Vice President — Finance 


Busch 

Entertainment 

Corporation 

Keith M. Kasen 

Chairman of the Board and 
firSSiierit 

Damon H. Andrew 

Vice President — 

Safety and Park 0 perations 

Bradley F. Andrews 

Vice President — 

Zoological 0 perations 

Joseph A. Couceiro 

Vice President — Marketing 

JohnT. Reilly 

Vice President — M erchandise 

Stephen M. Frein 

Mice President — 

Planning and Development 

Steven L. Glashower 

Vice President — Engineering 
and 1 Creative Development 

David J. Graise 

Mice President — Finance 

David L. Hammer 

Vice President — 

Human Resources 

David R. Smith 

Vice President — Entertainment 

David C.White 

Vice President — 

Culinary O perations 
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Busch 

Properties, Inc. 

W. Randolph Baker 

Chairman of the Board and 
President 

Robin D. Carson 

ExectitiveViee President 
and Managteg, Breclor — 
Kingsmill Resort 

William j. Nason 

'Mi<je President — 

Finance and Administration 

John C. Martz Jr. 

Mice President — 

Corporate Real Estate 

Manufacturers 
Railway Company; 
St. Louis 
Refrigerator 
Car Company 

Kurt R. Andrew 

Chairman, Pmaiedfaii 
C hief Executive 0 fficer 

Barbara J. Houseworth 

Vice President and Treasurer 



INVESTOR INFORMATION 


World Headquarters 

0 ne fiusch Place 
St toms, Mo. 63118 
314-577-2000' 

General Information 

By phone (toll-free) 
800-DIAL-BUD (800-342-5283) 

Annual Meeting 

W ednaday,April 25,2007 
10 a.m. 

SeaW orlt! Orlando 

Transfer Agent, Registrar 
and Dividend Payments 

ILlf&n Investor Services 
480 W ashingtott Blvd. 

Jersey City, N .J. 07310 
888-213-0964 

w w w jn el lo nmvestor.ccte/ish 
Dividend Reinvestment Plan 

Use company's Dividend 
Reinvisttseftt Plan allows 
shareholders to reinvest dividends 
in Anheuser-flusctt Companies 
common Stock automatically, 
regularly and CBlVefttently — 
without service charges or 
brokerage fees.In addition, 
participating sharetoldersjmay 
suppiemeftltte amp'.wS invested 
witii:,^|intiry cash fevMmetfts 
an the same cost-free basis, 

Plan participation ^voluntary 
and shareholders may join or 
withdraw at any time.for more 
information, contact Melo'SK 
investor Services (address above). 
Stock Exchange Listings 
The N ew York Stock Exchange 
is theffifidpii tftarket for 
Anheuser-Busch common 
stock, which also is listed on tee 
Londoifi and Swiss.©changes. 

Ticker Symbol: BlH\ ! - s r ) 

N ewspaper UrtThfrAaheuseri' 

Independent Registered 
Public Accounting Firm 

PricewaterhouseCoopers Iff' 

Ilf Market St 

Stltwis Mo,plk 


Trustee for Debentures 
and Notes 

The Bank of N ew York 
G lobaUrust Administration^-’ 
101 Barclay St., 8W 
New York, NY. 10286 
•800-275-2048 

Trustee for Industrial 
Revenue Bonds 

Tjye Bank of N ew York 
Trusi; Company, N.A. 

C q rporate Trust fit ivisio n 
911W ashingtonAve. 
lammed: BuiM'iftg, Suite 300 
St,'Louis, Mo 63101 
800-208-2197 
Dividends 

D ividends are normally paid in 
the msiflf of March,June, 
September and December 
Dividends may be electronically 
deposited into m account at the 
shareholder's financial mstttafen 
Please contact M elto# Investor 
Services.for details. 

Other Information 

f&tl may obtain, at ftp tlpge, 
a copy of the Anheuser-Busch 
Companies Annual Reportte 
the Securities and Exchange 
Commission (Form 10-K) by 
writing to the Vice President 
and Secretary’sOffei:at our 
world headquarters,accessing 
the Internet at www.anfieuSifs 
buschawi.or by calling 
800-DilAL-BUD The company 
also provides copies of its 
SEC quarterly reports on 
Fo rms 10-Q .piter reports 
Oft Forms 8-K, earnings press 
releases, proxy statements, 
and corporlte governance 
information free of charge 
at www.anheuser-busch com. 

For iftfcrmatldn about 
A nheuser-Busch's effo rts to 
enhance shareholder value 
through community support, 
you may request a complimentary 
copy of our “Baktnf Wends... 

M aking a D tfference" brochure by 
writing to Business Commumca- 
tittns at our wo rid headquarters, 
by accessing the internet at 
www.anheuser-busch com r 
by calling 800-DIAL-BUD. 


Selected Anheuser-Busch 

I nternet Addresses 

www anheuser-buschcom 
(corporate, finance) and 
investor inforialtisn) 

www.'budweisett@fli: 

(brand and sponsorship 
information; Budweiser 
merchandise) 

wwwbudlght 1 eom 

(brand and sponsorship 
information; Bud Light 
merchandise) 

www beeresponsifele.c4®' 
(Consumer Awareness 
and Education) 

w w wifaudw eiserto"Urs,EQ« 
(brewery to ur fnfbrmatio ti¬ 
the brewing process) 

www .grantsfafm!.ol^ 

(G rant’s ifann tour 
information) 

www .buschgardens com 
(Busch Gardens 
information) 

www.seawQrld.CDni 1 
:f SeaW o rid ififeTJmation) 

w w w,diiseoverycove.Eoti 
(Discovery Cove 
information) 


Anheuser-Busch, Inc. 

A leading U.S. brewer anil 
industry leader since 1957, 
with more than 60 brands 
andflSBBmilrerles 


Anheuser-Busch 
International, Inc. 

D evelo ps A nheuser-Busch 
Stands outside the United States 
and ilnye^s'im leading brewers 
in growth markets 

Anheuser-Busch 
Packaging Group, Inc. 

Produces aluminum cans/lids, 
metalized and paper labels, 
glass bottles, and crown and 
closure liner material; recycles 
aluminum beverage containers; 
and operates 15 U S plants 

Busch Agricultural 
Resources, Inc. 

#frtuces and enhabcfes the 
quality of raw materials for 
Anheuser-Busch, Inc 

Busch Entertainment 
Corporation 

Die of the largest US. theme 
park operators, with nine parks 
ttflugftbijt tee country 

Busch Properties, Inc. 

A real estate development 
-ijinpany with resort,msilential 
and csmmeroa. properties m 
selected areas of tee country 

Manufacturers 
Railway Company 

Provides terminal rail-switching 
services to St Louis industries 
and operates trucking subsidiaries 

Wholesaler Equity 
Development Corporation 

Shares equity positions 
withSalifed partners 
in Anheusif-iBusch, Inc),, 
distributorships while 
they build toward 
total ownership 
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BOARD OF DIRECTORS 



August A. Busch III 

Chairman of the Executive 
Committee —Anheuser-Busch 
Companies, Inc. 

Joined board 1963 

August A. Busch IV 

President and Chief Executive 
Officer — Anheuser-Busch 
Companies, Inc. 

Joined board 2006 
Carlos Fernandez G. 

Chairman of the Board and 
Chief Executive Officer — Grupo 
Modelo, S.A.B. de C.V.; a Mexican 
company engaged in brewing and 
related operations 
Joined board 1996 

James J. Forese 

Former Chairman and Chief Executive 
Officer — IKON Office Solutions, 
Inc., a global business-to-business 
communications company; Operating 
Partner and Chief Operating Officer 
of Thayer Capital Partners, a private 
equity investment firm 
Joined board 2003 
John E. Jacob 

Former Executive Vice President 
— Global Communications — 
Anheuser-Busch Companies, Inc. 
Joined board 1990 

ANHEUSER-BUSCH COMPANIES, INC. 


James R. Jones 

Former U.S. Ambassador to Mexico; 

Co-Chairman and Chief Executive 
Officer— Manatt Jones Global 
Strategies, LLC, a global consulting 
firm; Chairman — GlobeRanger 
Corporation 
Joined board 1998 
Charles F. Knight 
Chairman Emeritus — Emerson 
Electric Co.; a technology-based 
global manufacturing company 
Joined board 1987 

Vernon R. Loucks Jr. 

Chairman of the Board — 

The Aethena Group, LLC, a 
health-care merchant banking firm 
Joined board 1988 
Vilma S. Martinez 
Partner— Munger, Tolies 
& Olson, LLP; attorneys 
Joined board 1983 
William Porter Payne 
Partner — Gleacher Partners, LLC, 
an investment banking and asset 
management firm 
Joined board 1997 
Joyce M. Roche 
President and Chief Executive 
Officer— Girls Incorporated, 
a nonprofit organization 
Joined board 1998 
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SITTING 

(LEFT TO RIGHT) 

John E. Jacob, James J. 
Forese, August A. Busch IV, 
Joyce M.Rochb, James R. 
Jones, August A. Busch III 


STANDING 
(LEFT TO RIGHT) 



Martinez, Carlos Fernandez 
G., Douglas A. Warner III, 
Charles F. Knight, Andrew 
C. Taylor, Vernon R. Loucks 


Henry Hugh Shelton 

Former Chairman —Joint Chiefs of 
Staff; Former President, International 
Operations — M.I.C. Industries, an 
international manufacturing company 
Joined board 2001 
Patrick T. Stokes 
Chairman of the Board — 
Anheuser-Busch Companies, Inc. 
Joined board 2000 
Andrew C.Taylor 
Chairman and Chief Executive 
Officer — Enterprise Rent-A-Car 
Company; an international car rental 
and related services company 
Joined board 1995 
Douglas A. Warner III 
Former Chairman of the Board 
— J.R Morgan Chase & Co., an 
international commercial and 
investment banking firm 
Joined board 1992 
Edward E.Whitacre Jr. 

Chairman and Chief Executive 
Officer — AT&T Inc.; a diversified 
telecommunications company 
Joined board 1988 











Help us conserve natural resources. Sign up at www.icsdelivery.com/bud 
to receive the 2007 annual report online and American Forests and Anheuser-Busch 
will plant a tree on your behalf. 


Printed on recycled paper 

BE GREEN, PLANT A TREE 








